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Community Profile

Franklin became an independent City in December 1961 after being a Town in Southampton
County since 1876. The City is located in southeastern Virginia immediately adjacent to the Virginia
Beach-Norfolk Newport News Metropolitan Statistical Area (MSA) and approximately nine miles from the
North Carolina State line. It is surrounded by Southampton and Isle of Wight Counties. The
community has historically been the center of trade and transportation for the surrounding
countryside owing largely to its: location on the Blackwater River; service availability of the railroad,;
proximity to the Port of Virginia; and, access to two major U.S. highways (U.S. 58 and U.S. 460)
which connect to Interstates 95 and 85 to the West. The Port of Hampton Roads is 45 miles east;
Richmond, the state capitol, is 75 miles to the northwest; Washington D.C. is 195 miles north. The
land area is 8.75 square miles.
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Population Trends (1) Franklin Virginia
July 2021 (Estimate) 8,217 8,642,274
April 2020 (Actual) 8,180 8,631,393
Income (2) Franklin Virginia
Median Household Income (2021) $49,424 $80,615
Per Capita Income (2021) $26,519 $43,267
Persons In Poverty (2021) 19.8% 10.2%
Age, Gender & Race (2) Franklin Virginia
Persons Over 65 years 19.9% 16.3%
Female Persons 53.0% 50.5%
White 37.9% 68.8%
African American 53.3% 20.0%
Unemployment Rate (2) Franklin Virginia
Unemployment Rate (Jan. 31, 2023) 4.8% 3.2%
Unemployment Rate (Jan. 31, 2022) 5.6% 2.9%

Education (3)

S.P. Morton Elementary School

481 students

J.P. King Middle Skill

164 students

Franklin High School

378 students

Public School Enrollment March 31st ADM 1023

Average Expenditures Per Pupil (2020-2021) Actual 16,918
Franklin Utilities (5)

Customer Accounts Serviced by Power & Light 5,553

Customer Accounts Serviced by Water & Sewer 3,721

Customer Accounts Serviced by Solid Waste 2,877

Data Sources:
(1) U.S. Census Bureau
(2) Bureau of Labor Statistics
(3) Franklin City Public Schools Website
(4) Virginia Department of Education
(5) City Records (March 2022 Reports)



Quick Reference Guide

The following reference guide will assist the reader with answering some commonly asked questions
about the City of Franklin’s Fiscal Year 2024-2025 Budget:

If the question is... See... Page
What major policy issues are addressed in ,
the FY 2024-2025 Budget? Manager's Message >-10
What are the real estate tax rates & fees? Manager’s Message 5-10
What are some of the departmental o .
highlights & accomplishments? Highlights & Accomplishments 11-18
What are the City Council Priorities? City Council Priorities 19-29
What agencies and organizations receive City Council Priotitics 1929
funding support from the City?
What are the City’s major gpeneral fund Summary of All Budgeted Funds 35
revenue sources:
How many employees work for the City? ~ Table of All Authorized Positions 46
Is there a listing of the various types of Schedule of Debt Service 74
debt for the City?
How much is allocated in the budget for School Fund Summary 30
Schools?
Is there a capital improvement plan? Capital Improvement Plan 85
Where are the documents approving the ~ Budget Resolution & Electric Rate
. 88/96
budget? Ordinance
Where can I find information about the Electric Rate Ordinance 96

Electric Utility rates?




CITY MANAGER’S MESSAGE

TO:  The Honorable Members of the City Council
City of Franklin, Virginia

In accordance with statutory provisions regulating local government budgetary practices in the
Commonwealth of Virginia, the proposed operating budget for the fiscal year beginning the first day of July
2024, is hereby submitted for City Council consideration. In preparing the recommendation, management
has developed a budget proposal that is balanced in terms of appropriating funds necessary to provide
essential and desired service levels while minimizing the burden imposed by taxes and fees.

OVERVIEW

The world, nation, and Commonwealth continue to change at an unprecedented pace requiring the quick
and nimble reaction of City staff. Staff worked together creatively and cooperatively to utilize the federal
funding that was funneled into the City to have the greatest positive impact on the citizens. Several
transformational and generational projects are underway or have been completed as a result of the influx of
federal funds. City staff joined together to create a plan that would be as impactful as possible and be good
stewards of the funds. In an effort to meet the challenges the City of Franklin is currently facing, the entire
management team joined together to present a balanced budget that provides essential services to our
citizens. City departments held the line in terms of requests and overall submitted flat budgets. The most
valuable asset the City of Franklin has are its long-term dedicated employees that creatively do more with
less each year to maintain City operations. The current budget includes frozen positions and as well as the
delay of critical projects. Despite all of this, City staff has pulled together for the best interest of the citizens.
I remain in awe of their commitment to presenting a realistic balanced budget that meets the needs of the
City of Franklin citizens and maintains City operations. The entire management team has spent hours
analyzing how expenditures can be cut and services maintained. Moving forward City Council will work to
identify priorities for the City of Franklin and the services that are considered essential to work toward a
sustainable balanced budget.

FY 2024-2025 PROPOSED BUDGET SUMMARY

The Proposed Fiscal Year 2024 - 2025 Financial Plan for the City of Franklin is comprised of the General
Fund, Debt Service Fund, Social Services Fund, Education Funds (School Operating, Capital, Cafeteria &
Textbook), Economic Development Fund, Capital Project Fund and Enterprise Funds. A summary of the
Proposed Financial Plan is shown in the table that follows:



FY 24 - 25' % FY 24' FY 23'

Financial Plan by Fund Proposed Chng Adopted Actual
General Government 33,000,433 11.9% 29,482,277 32,073,466
Capital Improvements (Financed Projects) 50,000 0.0% - 3,255,582
Debt Service (General Govt. & School) 1,774,799 47.6% 1,202,302 1,196,954
Education

Operations 17,336,256 -8.9% 19,031,201 20,215,967

Capital 330,237 100.0% - -

Cafeteria 786,023 -13.4% 907,638 1,125,290

Textbook 151,395 17.1% 129,264 17,387
Social Services 3,571,167 19.8% 2,980,810 1,851,822
Comprehensive Services Act 841,312 34.5% 625,312 823,668
Economic Development 190,727 3.8% 183,801 247,570
Enterprise Services:

Solid Waste Refuse 1,671,762 18.5% 1,410,902 1,275,258

Water & Sewer (Operating & Capital) 5,233,211 51.9% 3,444,922 3,202,692

Electric 16,603,248 -12.3% 18,926,759 17,162,299

Airport 204,030 7.0% 190,719 802,190

Total of All Funds: $ 81,744,600 4.1% $ 78,515,907 $ 83,250,144
GENERAL FUND

The City’s General Fund has experienced significant challenges over the past several fiscal years. Due to
difficult and strategic decisions by Franklin City Council in collaboration with City staff the state of the
General Fund has greatly improved. The last three fiscal years yielded a significant surplus which has
increased the unassigned fund balance to 40.91%. As was shared in previous budget work sessions, the 2024-
2025 budget was balanced utilizing $100,000 from Solid Waste Fund, $300,000 from the Water & Sewer
Fund, $596,536 transfer from the Unassigned Fund Balance, and $1,799,993 from the Electric Fund. In
prior years, there were valiant and concerted efforts aimed at maintaining the current tax rate. It is
acknowledged, however, absent strategic and incremental tax increases paired with growth of the tax base
maintaining the levels of services that the citizens of Franklin are accustomed to will not be possible. The
strategies utilized to balance the budget utilize non-sustainable sources of funds

Management is presenting a structurally balanced budget in the wake of fiscal challenges which are to a great
extent, beyond the City’s control. The balanced budget proposal was achieved without eliminating direct
services to Franklin residents. Management remains optimistic about Franklin’s future and knows that as a
team we can move the City of Franklin forward. The sale of the remainder of Pretlow Industrial Park
accompanied with the commercial growth along the Armory Drive corridor will yield positive results for the
City in the current fiscal year and years to come. The positive influx from the newly built Starbucks and
WAWA are already generating positive yields in the sales and meals tax categories. In addition, the City of
Franklin is seeing organic growth in the real estate and personnel property categories.

The Proposed General Fund budget is $33,000,433 is an increase of $3,518,156 or 11.9% above the FY
2023-2024 adopted budget. During recent years, the City has evaluated programs and services and identified
ways to improve efficiency without significantly reducing service levels directly impacting residents and
customers. Efficiencies have been achieved across all departments and at this point, in order to maintain



essential services, an increase in the revenue stream is necessary. The increases associated with this year’s
budget include necessary capital projects and increased positions in the Franklin Police Department and
Franklin Fire and Rescue.

RECOMMENDED TAX RATES

In consideration of the challenging days ahead associated with the increased capital demands of the City and
the school system, management recommends the real property tax rate remain the same at $1.03 per $100.00
of real property valuation for FY 2024-2025. The City remains among the lowest City tax rates in the region.
A goal of City Council is certainly to minimize the tax burden. Recommending having the tax rate remain at
the $1.03 level was a very difficult task in this challenging budget year and represents management’s
concerted effort to balance the budget in accordance with City Council’s desire to minimize the tax burden
on Franklin property owners. Management did remind City Council that a there were a number of factors
that contributed to it being very difficult to keep rates and fees as low as possible this year. The justification
for the real property tax rate recommendation is detailed throughout the budget proposal that follows with
the most significant factors being the desire of Council to no longer rely on funding from the various
Enterprise Funds. A real estate tax increase will be necessary in future fiscal years. All other tax categories
are recommended to remain unchanged.

RECOMMENDED FEES FOR SERVICES

In terms of service user fees, the budget maintains the current residential fee for solid waste services at
$38.00 monthly. The new SPSA use and support agreement which took effect in January 2018, resulted in
reduced SPSA tipping fees. However, in order to expand the SPSA landfill to accommodate growing trash
disposal, a flyover must be constructed at the Bowers which will increase the SPSA tipping fee to $65.00 for
FY 25. The increased cost will be absorbed by the Solid Waste Fund. A strategic increase in tipping fees is
planned in order to fund the required flyover expenses. The Solid Waste fund balance exceeds designated
policy minimums and is projected to be 73.52%. In addition, due to international chaos and the disruption
to the recycling market, the City of Franklin has ceased the curbside recycling program.

The proposed budget includes maintaining monthly water and sewer rates at current levels. The City’s water
& sewer rates have not been increased since July 1, 2016. Not surprisingly, 2022 statewide comparison data
verifies that the City’s water and sewer rates remain below the median for comparable utility systems in
Virginia at this time. A $300,000 transfer is recommended from the Water and Sewer fund in addition to the
transfer for services to balance the General Fund budget. Management noted again to Council this is not a
sustainable practice. The Water and Sewer Fund balance now exceeds policy minimum requirements and is
projected to be 67.05%. A water and sewer rate study is currently be performed by Draper Aden and will
be considered and reviewed by Council outside of the annual budget cycle.

With regards to the Electric Fund, despite Dominion Virginia Powet’s increase to wholesale electric rates it
is recommended to keep rates the same. This may not be possible in future fiscal years to the overall cost
and the requirement to reinvest in the infrastructure. There is a projected decrease in the fuel adjustment
charge which is a direct pass through to the customer. In addition, the City of Franklin is required to pay
Dominion Virginia Power a $600,000 true up. As the collective budget proposal attests, management has
made a concerted effort to minimize the impacts on utility customers that would result in increased customer
bills, but the City must ensure adequate funding is available to continue delivering these essential services. A
$1,799,993 transfer is recommended from the Electric Fund for services to balance the General Fund
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budget. Again, it was noted by management that this should be reduced in future fiscal years and is not a
sustainable practice. The Electric Fund balance exceeds required policy minimum and is projected to be
35.12%.

ELECTRIC UTILITY FUND

As noted above, based upon information provided to the City by Dominion Virginia Power to date, despite
an increase in wholesale power rates will remain the same. Any significant change will impact the City’s rates
going forward and potentially result in future adjustments to be considered by City Council. Alternatively,
any Dominion change that reduces the rate would result in additional revenue that could be designated for
capital needs now that reserves have continued to meet policy minimum requirements.

Currently, we project that Dominion will decrease the fuel surcharge per month on usage. It is important to
remember that the City has no input on this adjustment and customers alternatively benefited from a
significant reduction in the fuel surcharge in the two years prior.

It is further recommended that the City continue to evaluate and develop long range operational and
management strategies for all utility fund categories that will improve efficiency and policy implementation.
To avoid or minimize rate increases of all types, the City must continually scrutinize its operations and
develop plans for future service provision. This process includes a comprehensive periodic study of rates
and charges and peer comparison analysis.

It is financial policy to regularly evaluate the City’s fee structure to determine if user fees and other charges
are adequately producing desired and expected revenue generation levels to maintain service.

SCHOOL OPERATING FUND

Regarding essential City financial support for the Franklin City Public Schools, the proposed budget includes
operations funding of $§4,000,000 and $330,237 for capital projects. The City Council for several years held
the base funding level and only approved one-time carryover funds resulting from the School Division
having unexpected funds in their budget at fiscal year-end. It is also noteworthy that Franklin City Public
Schools has had several hundred thousand dollars in excess in instruction each year accompanied with
declining enrollment. The most recent carryover approved by Franklin City Council was in the amount of
$891,511. The use of restricted fund balance is in accordance with the adopted policy of the City of Franklin
whereby approval of carry over funds will only take place upon conclusion of and adoption of the City’s
audit.

Management will continue to communicate to the school system that carryover funds should be restricted
and utilized only for capital items and thus avoid the use of “one-time” or non-recurring funds (carryover)
for recurring operating expenditures. Given the limitations and uncertainties of future City funding described
earlier, school system appropriations may likely be similarly limited to any future end-of-year carryover funds
which can and will vary dramatically from year to year. As is the case for FY 2024-2025, future base operating
appropriations will not be automatically increased to include this one-time carryover allocation amount, but
instead, at the City Council’s discretion, will be determined by the amount of carryover available, if any, at
June 30, 2024 for the FY 2023-2024 budget and similarly for future years. The adopted General Fund budget
also includes $414,662 for school related debt service for FY 2024-2025. Total school funding is the



equivalent of 22.8% of the operating budget. The City also provides in-kind support for the school division
that is valued in excess of $185,932 based upon the City’s cost allocation analysis.

With these qualifying comments, management believes the recommended level of school system funding
illustrates the continued high priority that the City has for adequately funding the public schools as evidenced
by the City’s favorable ranking among all Virginia cities in terms of per capita spending on education.

CAPITAL IMPROVEMENTS PROGRAM

An additional but integral consideration for analysis concerning all categories of City services is further
refinement and ongoing evaluation of the City’s multi-year Capital Improvements Program (CIP) planning
and funding strategies. Long-term capital needs remain on the horizon however staff successfully worked
together to successfully fund necessary capital improvements.

PERSONNEL

Comments in this message thus far have not addressed City government’s number one asset essential to
providing quality service to citizens and customers. This reference is of course to the dedicated City
employees that so skillfully serve this community throughout the year. Concerning personnel benefits, some
historical review is needed on prior year actions. Included in the budget detail is additional historical salary
increase information. The City of Franklin implemented a Compensation Study which increased salaries
across all departments to the market wage. In addition, City Council took the proactive step to increase the
insurance contributions by the City to equate to a minimum of 70% to decrease the burden on current
employees as well as a tool to recruit new employees. The projected health insurance increase in FY 2024-
2025 is 11% of which will be shared equally by the employee and the City of Franklin. The FY 2024-2025
budget includes a recommend 3% cost of living adjustment for City employees.

Personnel costs are by far the largest single expenditure category in the City’s budget as it is in practically
any organization or enterprise. The FY 2024-2025 budget recommended total personnel costs are
$15,208,982 which comprises 46.5% of the General Fund budget. While there are several positions frozen
in the FY 2024-2025 budget in the Police Department and Public Works, positions are being added within
Franklin Fire and Rescue to maintain minimum staffing levels within the City of Franklin.

BALANCING THE FY 2024-2025 PROPOSED BUDGET

To balance the proposed budget for FY 2024-2025, management has adjusted departmental expenditure
requests and revenue estimates by more than $1,901,558 of the total General Fund requests. The budget
message and summary that follows reference some of the various challenges faced in this budget preparation
exercise and improved circumstances in this cycle for goal development and prioritization which
management is committed to ensuring in future budget years. Included in this proposed budget summary
are the priorities established by Council following a strategic planning retreat and top priority goal setting
work session, as well as the 2030 City Vision Statement.



SUMMATION

Included in the budget document that follows is a lisung of FY 2023-2024 Highlights and Accomplishments
of the various City departments which is evidence of the City’s ongoing commitment to provide outstanding
service to the citizens and customers of the City of Franklin while navigating complications associated with
a global pandemic. Further details about the proposed budget and insights into the City of Franklin’s
financial outlook are addressed in the various sectons of the budget that follow. Considering economic
forecasting for next year, budget estimates are again being conservatively projected to improve overall
financial reliability and outcomes. It deserves emphasis that the proposed spending plan and tax rates are
preliminary. Following review by the City Council, the public hearing is scheduled for May 13, 2024 and
further Council consideration untl adopted.

"This proposed budget was painstakingly prepared through the efforts of the departments and the former
finance director and city manager. To each of them I owe a debt of gratitude for the extraordinary mannet
in which they have handled the transition, especially Rachel Trollinger, who agreed to assist me, in her
retirement, to put the final touches on this document. I also want to thank the City Council, which held
additional budget work sessions to help “close the gap”, hindered by the lack of an approved state budget
and the delay in receipt of reassessment data. The latter is still outstanding and when finally received may
require further adjustment to the budget and tax rate. Given the volatile real estate environment,
consideration should be given to yeatly reassessments rather than the current two year cycle.

In my brief time in Franklin, I have been impressed by the commitment, friendliness, and caring
demonstrared by vour emplovees and residents, and foresee a bright furure for this community if we work
together for the greater good. I look forward to seeing the city grow during my next few months with the
many impressive projects approved by the Council.

‘Thank you for allowing me to be a part of this effort.

Respectfully submitted this the 1st! day of May, 2024.

-

Darlene Burcham, Interim City Manager

10



Highlights and Accomplishments

Although local funds for many initiatives have been limited for a number of years, progress on efforts to
stabilize and then grow reserve fund levels in recent years has been accomplished while completing or
commencing a number of major activities and capital projects listed as follows: {Due to space limitations,
this is an abbreviated summaty of major items}.

Legislative & General Government Administration
%+ Submitted the City’s Comprehensive Annual Financial Reportt to the Government Finance Officers’
Association and received the award for a tenth consecutive time of the Certificate of Achievement
in Financial Reporting; received a clean “unqualified” opinion on the June 30, 2023 Financial Report
with no General Government Fund findings reported by the auditors.

** Maintained the AA credit rating from Standard & Poor’s bond rating agency received in April 2014
and reaffirmed in November 2023. The City’s bond rating with Moody’s rating agency was upgraded
on December 14, 2017 to Aal and reaffirmed in November 2023.

Human Resources
“* Improved the City’s recruiting process resulting in the implementation of a new applicant tracking

system.
¢ Continued to review job descriptions for accuracy to make certain that all descriptions are up to date.

“* Implemented a secure electronic filing system for easier access to personnel files.

R/
0.0

Initiated the City’s Health and Wellness program “Commit to be Fit”.

Police Department

Training:

1. By being a member of the Crater Criminal Justice Training Academy, we have continued to maintain
both basic and advanced law enforcement training to include leadership, tactical, and instructorships.

2. The department sent one member to the Virginia Association of Chiefs of Police Professional
Executive Leadership School at the University of Richmond.

3. The animal shelter manager completed animal control officer’s school.

Equipment:

1. Through budget acquisition, the department continues to look for and purchase new vehicles to
include buying non-used vehicles from other City departments.

2. The department purchased outer carrier ballistic vests and ballistic helmets for all Officers.

Policy:

1. Continued to review, approve, and implement policy through Lexipol.

2. Continued to advance the accreditation process through the Virginia Law Enforcement Professional

Standards Commission by reviewing and updating policies.

Community Interaction:

1. The department held a Public Safety Kids Camp and Senior Academy.
2. The department continues to assist with city sponsored events.
3. The department continues to hold Public Safety Kids Camp and Senior Academy.
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Staffing:

1. The department continues to recruit to fill open positions through job fairs and online recruiting
platforms such as Monster, Indeed, and Zip Recruiter.

2. Improved the animal shelter position from a part-time status to a full-time status.

Technology:

1. Continue to utilize PoliceOne electronic program to document training for staff members as well as
daily training bulletins.

2. Continued efforts with CTA to develop joint radio system between the City of Franklin and

Southampton County.

Fire and Emergency Medical Services

%+ CPR certification classed for various agencies, departments, and citizens.

% Numerous CPR/AED talks throughout the community (e.g. churches, civic groups, and high school
students).

Sponsored 4 Hunter Safety Education coursed for the general public.

Sponsored 2 Boater Safety course for the general public.

One employee completed the Hampton Roads Fire Officer’s Academy.

Fire Extinguisher Training at the Village of Woods Edge.

Welcomed 6 new firefighters.

/
0.0

>

R/
S

>

R/
S

R/
0.0

R/
0.0

Public Works
Garage

%+ In 2007, the Public Works department implemented a fleet management system to track all aspects
of service and repairs to City vehicles. In 2022 - 2023, The City Garage completed the following
number of services or repairs to fleet vehicles per department:

O Airport 8

0 Community Development 12
O Power and Light 63
0 Fire and Rescue 68
0 Garage 4

0 Police 146
O Recreation 14
O Refuse 88
0 Schools 155
0O Sewer 9

0 Wastewater Treatment 3

0 Social Services 18
O Streets 147
0 Water 32

%+ The City Garage completed a total of 767 services or repairs in 2022-2023.

12



Streets Division

R/
0.0

/
0.0

The Street Division maintains roads, drainage systems, ditches, concrete appurtenances, and assists
in setup for special events. They also assist the Sanitation Division during times of heavy leaves
and yard debris pickup.
O 29 repairs to drainage structures or pipes.
1,400 LF of ditches graded and or vegetation cleared.
Cleaned numerous storm drain structures and lines.
19 tons of 21 A stone repairing various alleys and road shoulders.
193 bags of cold mix used for pothole patching.
28.0 tons of hot mix asphalt placed.
9.0 cubic yards of concrete poured repairing sidewalks or curbing.
Moved bleachers and goal post twice a year at Armory Field.
Painted various curbs around the City for no parking.
Assisted Refuse crew on 32 different occasions.
Assisted Water crew on 38 different occasions.
Installed Christmas decorations and built the City float for the parade.
Replaced, cleaned, or installed 107 signs at various locations around the City.

OO0OO0OO0OO0OO0OO0OO0O0OO0OO0OO

Other projects completed by Contractors include:
0 Installed 2,692 LF of CIPP for ARPA storm sewer, total $249,811.50.
0 Milling and Paving of N. High St, Delaware Rd, Clay St, Homestead Rd, Mariner St, Pine
St, Chestnut St, Hall St, Maplewood Ave, south St, Harrison St and various patching
locations around the city.

Right of Way Grounds Maintenance

R/
0.0

/ /
0.0 0.0

During the course of the year and on a weekly basis the division maintains all interchanges of
Route 58, North High Street, Hunterdale Road, Fairview Drive, Pretlow Street, Pretlow Industrial
Park, Clay Street, entrance at the river bridge, several lots owned by the City, pond area on Morton
Street, pocket park in downtown, Delaware Road, area at Post office, lot at South and High
Streets, Commerce Park Road, Bruce Street entrance, Bowers Road, Andrews Avenue, Dog
pound, Crescent Drive to the school, all City buildings, both cemeteries, major right of ways and
landscaping of various areas. Activities include cutting, trimming and litter control.

They also empty all trash receptacles and dog waste containers along South Street, the downtown
areas, City parks and facilities.

Clean ditches of trash and vegetation as directed as well as all major streets.

Assist the Sanitation Division during times of heavy leaves and yard debris pickup.

Sanitation & Refuse Collection

/
E X4

R/
0.0

R/
0.0

Street sweeping is conducted every day unless personnel needs dictate otherwise or in the event of
equipment outages.
Trash and refuse are collected on a daily basis each week.

O Refuse Tonnage Collected: 3,940.60 Tons
O Yard waste Tonnage Collected: 1,032.2 Tons

Completed 944 work orders for picking up or delivering refuse containers.
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Building Maintenance

% Our Building Maintenance Technician is responsible for the repairs and maintenance of fourteen
City owned or operated buildings. These buildings include Public Works / Power and Light, Police
/ Courts, City Hall, ESB, Airport, M.LL.LK. Center, Libraty, Social Services, Health Depatrtment,
Franklin Business Center, HVFD, Armory Field House, Homestead Property and the Train Depot

Custodial Services

** Our custodians ate responsible for year round building cleaning and upkeep for 11 City buildings.
City Hall, Public Works/Electrical Department, King Center, Armory Field House, Health
Department, Airport, Police Department/Courts Facilities, Social Services, Library, Train

Depot/ Visitors Center, and the Franklin Business Center Facility.
¢ Daily routines include cleaning of floors, bathrooms, dusting, vacuuming, and window cleaning

and trash removal.

/ /7 /
0.0 0.0 0.0

hours a day.

Sewer/Water Utilities

Utility Division

/
0.0

Water Leaks

Meter Replacements

Water Meters Read

Utility Billing Work Orders

Water and Sewer Demolition

Water and sewer taps paid

Sewer Pumping Station Inspections

Sewer Pump Station cleaning and Grease Removal
Miss Utility Locate Tickets

>

R/
S

/7
0.0

>

R/
S

R/
0.0

R/
0.0

R/
0.0

R/
0.0

/
0.0

Water Distribution
% Well Inspections
%+ Customer Complaints

Water Withdrawn

% College Drive Well #4
Hunterdale Well #5
Pretlow Well #6
Hunterdale Well #7

L)

>

R/
S

R/
0.0

R/
0.0

/
.0

Water Sampling
Chlorine Testing
Bacteriological

L)

>

R/
S

/
0.0

Setup of City Council and School Board meetings are performed by our custodial staff.
Waxing of appropriate floors is performed as needed to include preparation and buffing.
Custodians also provide services during times of inclement weather to facilities that operate 24

122
321
42,840
1,211

19
2,235

725

738
62

40,000,000
40,566,000
179,071,000
85,621,000

_— = s

345,248,000 Gallons

2,562
120
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R/
0.0

R/
0.0

R/
0.0

/7
0.0

/7
0.0

R/
0.0

R/
0.0

MPN 4

Fluoride 1

Metals 4

Nitrate/Nitrite 4

Performed grounds maintenance at 3 water distribution facilities and 15 sewer pumping stations
and other various locations in the City.

Mailed the water quality report to customers.

Oversaw performance of the annual tank maintenance contract.

Sewer System Rehab

R/
0.0
R/
0.0

R/
0.0

Maintained the City wide sewer system and responded to complaints.
Rehabbed system by CIPP City Budget: 3,919 L.F. §74,679.
Rehabbed system by CIPP AARP Phase 1: 8,088 L.F. $304,831.

Wastewater Treatment Plant

R/
0.0

R/
0.0

Treated 364.44 million gallons.
Oversaw contract chief operator services.

Administration

Continued the process of updating our Geographic Information System to include water, sewer,
and stormwater as incorrect or missing data was discovered.

Provided oversight and management of the daily operations of the department.

Managed all aspects of two City owned Cemeteries to include selling spaces, marking spaces for
funerals, marking spaces for headstone placement, and meeting with families over concerns.
Provided oversight of all American Rescue Plan Act funding and projects designated to Public
Works.

Tourism

%+ 2023 City Hosted Events:

o

(0]

We hosted the first annual Third Thursday Concert Seties during the Summer, which brought in
200-300 patrons for each event. We hosted bands for entertainment and food trucks.

The annual Independence Day Celebration was a success with an estimated 1,000-1,500
patrons. We hosted “The Embers” at Barrett’s Landing, Cruise In, and Market on Main
during the event, which concluded with 10-minute fireworks show.

Boo Bash (Downtown Trick or Treat) brought hundreds of families to the streets of
downtown to mingle with business owners, dine in the restaurants, and concluded the night
with a Halloween themed movie in the park at Barrett’s Landing.

We hosted the annual Franklin Fall Festival, which had 130+ vendors line the streets of
Downtown Franklin. The Fall Festival was a success with an estimated 1,000-1,500 patrons.
During the annual Holiday Open House, we added an additional vendor portion that was
held at the Two Sisters event venue. We sold out of vendors’ spaces and welcomed hundreds
of patrons to Franklin to begin their holiday shopping locally.

The annual Franklin Christmas Parade was a huge success with 90 groups/organizations
participating. The theme this year was Gingerbread Land and hundreds of visitors lined Main
Street and 4™ Avenue to kick-off the holiday season.

% The City of Franklin was awarded $30,000 in ARPA Tourism funding, which will be used to fund
eight different projects in 2023.
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/
E X4

/
E X4

The City of Franklin became a municipal representative on the Sail 250 Executive Council. Sail 250
is an official multi-state, high-profile international tall ship, and military project formed to celebrate
the 250" birthday of the United States. The event will take place in 2026 and will bring enormous
economic impact to the entire Hampton Roads area.
Franklin/Southampton continues to be a member of the following regional and state organizations:

O Costal Virginia Tourism Alliance (CVTA)

O Virginia Restaurant, Lodging, Travel Association (VRLTA)

O Virginia Association of Destination Marketing Organization (VADMO)

O Salty Southern Route (SSR)

Parks & Recreation

Building Upgrades:

/
E X4

Armory Pool received a commercial pool cover.
Renovations at the Martin Luther King Community Center, including upgrades to kitchen, lobby,
adult pool room and offices

Opened Blackwater Park.
Armory Park received a new playground piece.
Renovations and additions to College Drive Park Playground.

Special Events:

/
E X4
/
E X4
/
E X4

\/
E X4

Christmas Parade reached 90 participants this year.

Holiday Elf Parade and Tree Lighting Ceremony.

Organized Trick or Trot race in collaboration with the United Way.
Pumpkin Painting at Farmers Market reached 180 participants.

Electric Fund

Line Department:

/
E X4

R/
0.0

R/
0.0

R/
0.0

R/
0.0

Responded to 35 Trouble Calls during regular business hours and 65 calls after hours. These ranged
from no power to no trouble on the City side of meter. These included broken poles, lines torn
down by trees, bad secondary connectors, and bad underground cables, blown fuses due to contact
by squirrels and lightning.

Responded to 273 calls for malfunctioning street and yard lights.

Responded to 8 traffic signal malfunctions

Responded to 60 other miscellaneous calls for tree trimming, voltage problems, etc.

Assisted Public Works with lighting replacements at municipal buildings, tree removal at various
locations

Engineering and Services Department:

R/
0.0

/ R/
0.0 0.0

Responded to 4318 work orders including 336 Turn Off, 5498 Turn On, 630 Transfer Reading, 223
requests to re-read meter (all readings were correct), 1132 Cut Offs, 1046 Reconnects as well as many
miscellaneous requests.

Responded to 9 requests for energy audits.

Conducted 1,095 Miss Utility underground locates of FP&L underground facilities.
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Goals:

R/
0.0

Continue with the street lighting LED replacement project with a goal of full deployment by end of
2030. This project will help to reduce power purchase requirements for street and yard lights and
reduce annual maintenance costs.

A new substation is in the early building stages and once installed this would relief the need for
delivery 1 that is past it prim by many years. Thus, also reducing the load on delivery 2 allowing for
more load on that station. The new substation will be necessary to feed the new juice plant and help
the overall system reliability to our customers having multiple ways to serve them.

Information Technology

/
E X4
R/
0.0

R/
0.0

Began upgrades to the City’s network and server infrastructure.
Completed installation of wireless access points at the Franklin Business Center.
Implemented upgrades to the telephone systems for the City of Franklin.

Commissioner of the Revenue

R/
0.0

R/
0.0

R/
0.0

R/
0.0

R/
0.0

The Commissioner’s Office received Office Accreditation for the fourth year through the
Commissioners of the Revenue Association.

FOIA Certified

All employees participated in Excel Training through Laurel Ridge Community College

Spring Fest

Sent signed Veteran’s cards to all disabled Veteran’s for Veteran’s Day

Treasurer’s Office

/
E X4

R/
0.0

\/
E X4

Treasurer’s Office maintained a 99.67 collection rate for Real Estate and a 96.86 collection rate for
Personal property.

Treasurer’s Office had two tax sales. One was online and the second was done online and in
person (hybrid). Two properties were sold for enough to pay all delinquent taxes, nuisance liens,
attorney fees and auctioneer fees.

Treasurer’s Office received $100,000 from the courts in surplus funds from tax sale done back in
2021.

Social Services

0

/
0.0

R/
0.0

/7
0.0

R/
0.0

/7
0.0

R/
0.0

/7
0.0

R/
0.0

R/
0.0

$54,262,385 total amount spent on Social Services in the locality.

$557,469 contributed by the locality on Social Services.

2,925 households received SNAP benefits, 4,875 citizens received SNAP benefits.

2,755 households received Medical Assistance benefits, 4,557 citizens received Medical Assistance
benefits.

102 households received TANF benefits, 269 citizens served through the TANF program.

63 total families received Child Care subsidies totaling 106 children

95 total of Long-Term Services and Support Screenings.

42 total Adult Protective Services Cass.

Christmas Assistance Program — 116 children

303 total of Children in Protective Services referrals received.
Households receiving Energy Assistance:
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O Fuel — 476
0 Cooling — 462
O Crisis - 93

Franklin Regional Airport

% We remained at a 100% occupancy of all rentable hangers.
e Supported 43 days of skydive operations.

*“* Maintained Airport grounds to FAA and DOAYV standards.

What was provided above is a summary of the major accomplishments by each of the City Departments. As
evidenced, the City continued its history of (1) seeking grant funds for public safety and community
improvements, (2) utilizing resources to provide quality governmental services to Franklin Citizens, (3)
expanding technology to improve operational efficiencies and control costs, (4) promoting safety and
wellness throughout all City departments, (5) improving activities and programs to enhance overall quality
of life.

Updated: April 2024
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Robert “Bobby” Cutchins, Mayor (At Large)

City Council

Linwood W. Johnson, Ward 4

Jessica G. Banks, Ward 6

Mark R. Kitchen, Ward 1
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Vision Statement

By the year 2030, the City of Franklin, Virginia will
maintain our small city identity, heritage, and beauty while
being a regional hub for economic opportunities, top-class
education, a job-ready workforce, and balanced housing

options.

Adopted by Franklin City Council this 8 day of June, 2015

Mayor
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SECTION ONE

INFORMATION ON ALL BUDGETED FUNDS
1. Description of Budgeted Funds
2. Fund Structure
3. Summary of Budgeted Funds

-+ Adopted Budget by Fund (Prior Year Comparison)

Ul

Total Budgeted Funds Graph

This section includes a brief description of each fund and explains its purpose. Following the schedule is a
summary of the budgeted funds including revenues and expenditures for each Fund.
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Description of Budgeted Funds

The descriptions below explain the purpose of each of the funds listed in the “Summary of Budgeted Funds”

pages.

GOVERNMENTAL-TYPE FUNDS

The City’s adopted budget contains appropriations for four major and three non-major governmental fund
types. The General Fund, Debt Service Fund, School Fund, and Social Services Fund are considered the
major governmental funds. Non-major funds presented in the budget are the Economic Development Fund,
the Children Services Act Fund, and the Capital Improvement Fund.

R/
0.0

General Fund - The General Fund accounts for all revenues and expenditures that are not required
to be accounted for in a special purpose fund. The sources of revenue for the General Fund are
taxes and fees generated at the local level, such as real estate, personal property, utility taxes, fiduciary
taxes, permits, charges for services, etc. The General Fund finances most of the regular day-to-day
operations of the City. The following descriptions refer to the individual General appropriations and
transfers to other funds within the City.

Debt Service Fund is a fund that accounts for the accumulation of resources for and the payment
of general long-term debt principal and interest of the City. Primary resources of the Debt Service
fund are derived from transfers from the General Fund and the proceeds from refinancing of existing
bonds. The City maintains a separate debt service fund inclusive of principal and interest payments
for School related projects. General and school debt is considered tax supported.

Social Services Fund (Virginia Public Assistance (VPA)) accounts for revenues and expenditures
related to services provided by the Department of Social Services. Most revenues are derived from
the Commonwealth of Virginia and the federal government. A State required local contribution is
provided by the City for administration of certain services.

COMPONENT UNIT FUND

Education — The City’s School Fund is reported in financial statements as a discretely presented
component unit. The City’s total budget includes the funds of the Franklin City Public Schools. The
primary sources of revenues, exclusive of the transfer from the City’s General Fund, are basic school
aid, sales tax revenue, grants, and federal revenues that fund certain programs. The School
Operating Fund is the General Fund of the School Board. It includes the City’s local appropriation
to the schools referred to as an annual base appropriation. Additional appropriations, in the form of
prior year carryover as identified in audited financial statements, are funded at City Council’s
discretion. The Cafeteria Fund of the Schools supports the school breakfast and lunch program. It
is a self-funded operation supported through cafeteria sales and federal and state reimbursements.

NON-MAJOR FUNDS

Economic Development Fund was created in 2004 to support activities of the Franklin Business
Incubator.
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** Children Services Act Fund (CSA) was established in response to legislation enacted in 1993 that
establishes a single state pool of funds to purchase services for at- risk youth and their families. The
City pays a required local match rate on all eligible expenditures.

%+ Capital Project Fund accounts for financial resources to be used for the acquisition or major
construction and/or maintenance of capital assets such as building renovations and improvements,
major equipment, technology improvements, etc. In order for expenditures to be eligible for
inclusion in the capital budget, they must cost over $20,000 and have a life expectancy of five or
more years. Projects funded in the current budget year are included in the general operating budget,
“the capital improvement budget,” as capital outlay.

BUSINESS TYPE ACTIVITIES FUNDS

The departments within these Funds are accounted for on a similar basis as a private business in which
operating expenses are completely or partially covered from income collected from user fees charged to the
general public. The City maintains a Proprietary Fund type known as the Enterprise Funds which are as
follows: Solid Waste, Water & Sewer, Electric, and Airport. They are presented under the Enterprise Fund
section of this document.

Solid Waste Fund, created in 2013, is an enterprise fund which pays for such services as refuse collection,
disposal, and recycling. Revenue for this fund is derived from predominantly residential customers and a
limited number of commercial customer user fees.

Water & Sewer Fund is an enterprise fund where revenues derived from user fees and connection fees are
earmarked for water and sewer improvements and management of the City’s wastewater treatment facilities.

Electric Fund - Franklin Municipal Power and Light is the electricity provider in the City of Franklin and
parts of the City of Suffolk, Southampton, and Isle of Wight Counties. Established in 1892, Franklin
Municipal Power and Light provides reliable and efficient energy and energy-related services for Franklin
and the surrounding service area with funding entirely from user fees.

Airport Fund — The Franklin Municipal Airport is a vital component of economic development in the

City. The Fund receives revenue from tie down fees, sale of gasoline and jet fuel and support from
General Fund revenues.
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GOVERNMENTAL
ACTIVITIES FUNDS

Modified Accrual Basis*

Special Revenue Debt Service Capital Projects

General Fund Bl Fund Fund

Social .
Component . Economic
. Services
Unit A Development
School Fund seney Fund
Fund

*Modified Accrual Basis: the method under which revenues and other financial resource increments
are recognized when they become both “measurable” and “available to finance expenditures in the
current period.” “Available” means collectable in the current period or soon enough thereafter to be
used to pay the liabilities of the current period.

BUSINESS TYPE
ACTIVITIES FUNDS

Accrual Basis*

J
| |
Water & Sewer . Airport Electric
Fund Solid Waste Fund Fund Fund

*Accrual Basis: indicates revenues are recorded when they are earned (whether or not cash is received at
the time) and expenditures are recorded when goods and services are received (whether cash
disbursements are made at the time or not).
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SUMMARY OF ALL BUDGETED FUNDS

REVENUE | 24-25' PROPOSEDI I EXPENDITURES 24-25' PROPOSED

General Government: General Government:

General Property Tax 11,264,693 Legislative 661,820

Other Local Taxes 7,302,540 General Government 3,477,472

Permits, Fees, Licenses, Etc. 114,050 Judicial 1,674,938

Fines and Forfeitures 40,250 Public Safety 12,937,074

Use of Money and Property 313,546 Public Works 4,356,558

Charges for Services 1,867,255 Health & Welfare 912,058

Miscellaneous 1,255,314 Recreation & Culture 958,701

Recovered Costs 2,756,028 Community Development 298,507

Shared Expenses (State Offices) 283,200 Non-Departmental 443,075

Non-Categorical Aid - State 1,464,941 Transfers To:

Categorical Aid: Social Services 694,997
State 2,966,120 Comprehensive Services Act 304,220
Federal 204,408 School Operating & Capital (Local Support) 4,330,237

Transfers from: School Debt (Local Support) 414,662
Electric Fund 1,799,993 Airport 76,330
Water & Sewer Fund 300,000 Economic Development 49,648
Solid Waste 100,000 General Govt. Debt 1,360,137
Debt 371,559 Capital 50,000
Unassigned Fund Balance 596,536

Total General Fund: $ 33,000,433 Total General Fund: $ 33,000,433

Capital: Capital Expenditures:

Transfer from General Fund 50,000 Voter Machine Replacement 50,000
Total Comprehensive Services Act Fund: $ 50,000 Total Capital Expenditures: S 50,000

School Operating: School Operating:

Federal 2,624,437 Instruction 11,309,147
State 11,461,257 Administration, Health & Attendance 1,716,642
Local Support Transfer (Oper & Cap) 4,330,237 Pupil Transportation 674,249
Other 187,980 Operations & Maintenance 2,196,732
Technology 1,039,865

Facilities 729,858

Cafeteria 786,023

Textbooks 151,395

Total School Funds: $ 18,603,911 Total School Funds: $ 18,603,911

Social Services: Social Services:

Federal 1,697,209 Administrative 1,985,510
State 1,178,673 Social Programs 1,585,657
Local Support Transfer 695,285

Total Social Services Fund: $ 3,571,167 Total Social Services Fund: $ 3,571,167

Comprehensive Services Act: Comprehensive Services Act:

State 529,185 Mandated Services to Minors 820,000
Local Support Transfer 312,127 Administrative Expense 21,312
Total Comprehensive Services Act Fund: $ 841,312 Total Comprehensive Services Act Fund: $ 841,312
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SUMMARY OF ALL BUDGETED FUNDS

REVENUE 24-25' PROPOSED EXPENDITURES 24-25' PROPOSED
Debt Service - General Govt. & Schools: Debt Service - General Govt. & Schools:
Transfers from:
General Fund to Fund 401 1,360,137 General Government 1,360,137
General Fund to Fund 402 414,662 Schools 414,662
Total Debt Service Fund: $ 1,774,799 Total Debt Service Fund: $ 1,774,799
Water & Sewer: Water & Sewer:
Sale of Water 1,300,000 Water 1,699,890
Sewer Service Fees 1,800,000 Sewer 1,348,753
Miscellaneous 143,000 Wastewater Treatment 1,467,999
Draw from Unrestricted Net Position 1,990,211 Debt Service 25,001
Transfers to:
General Fund 300,000
General Fund - Admin Service & PILOT 365,108
General Fund - Operational Subsidy 26,460
Capital -
Total Water & Sewer Fund: $ 5,233,211 Total Water & Sewer Fund: $ 5,233,211
Solid Waste Refuse: Solid Waste Refuse:
Waste & Collection Disposal Fees 1,335,000 Operating Expense 1,273,615
Miscellaneous 336,762 Debt Service 30,196
Transfer to General Fund 100,000
Transfer to General Fund - Admin Service 267,951
Total Solid Waste Refuse Fund: $ 1,671,762 Total Solid Waste Refuse Fund: $ 1,671,762
Airport Operations: Airport Operations:
Airport Rental & Fees 62,700 Operating Expense 184,746
Sale of Fuels 65,000 Transfer to General Fund - Admin Service 19,284
Transfer from General Fund 76,330
Total Airport Fund: $ 204,030 Total Airport Fund: 204,030
Electric Service: Electric Service:
Sale of Service 15,325,004 Operating Expense 2,741,545
Miscellaneous 1,278,244 Energy for Resale - Fuel Adjustment 10,537,059
Capital Outlay 526,500
Debt Service 232,117
Transfers to:
General Fund - Admin Service & PILOT 766,034
General Fund - Operational Subsidy 1,799,993
Total Electric Fund: $ 16,603,248 Total Electric Fund: $ 16,603,248
Economic Development: Economic Development:
Rents & Program Fees 141,079 Operating Expense 190,727
Transfer from General Fund 49,648
Total Economic Development Fund: $ 190,727 Total Economic Development Fund: $ 190,727
TOTAL CITY FUNDS: S 81,744,600 TOTAL CITY FUNDS: S 81,744,600
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General Fund Summary — FY25 Proposed Budget
Where the Funds Come From

$3,168,088
$204,408

$4,431,061 \
A \

$283,200 1

EEm—— -
$2,756,028] '/

$1,255314
$1,867,255 _—

T $7,302,540

General Fund Expenditures

$1,360,137
$76,330 $49,648

50,000
$414,662 \\ * fo
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$304,220

$694,997\
$443,075 __\\\
$298,507  mmm—
$958,701 J /

$912,058

$4,356,558

General Fund Revenue

/ $11,264,693

Where the Funds Go

_
/ o

m General Property Tax

= Other Local Taxes

= Permits, Fees, Licenses, Etc.
Fines and Forfeitures

= Use of Money and Property

= Charges for Services

m Miscellaneous

m Recovered Costs

m Shared Expenses (State Offices)

= State

= Federal

m Transfers from Other Funds

= Legislative
= General Government
= Judicial
Public Safety
= Public Works
= Health & Welfare
m Recreation & Culture
m Community Development
= Non-Departmental
= Transfer to Social Services
m Transfer to Comprehensive Services Act
m Transfer to School Operating & Capital
= Transfer to School Debt
= Transfer to Airport
Transfer to Economic Development
Transfer to General Govt. Debt

= Transfer to Capital
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SECTION TWO

FINANCIAL POLICIES & POSITION SUMMARY

I. General Fund Financial Policies (Fund Balance, Revenue, Budget and Debt
Administration)

2. Table of Authorized Positions
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Financial Policies

The City of Franklin has a responsibility to its citizens to account for public funds, to manage finances
wisely, and to allocate resources efficiently and effectively in order to provide the services desired by the
public. The primary objective of establishing Financial Management Policies is to provide a framework
within which sound financial decisions may be made for the long-term betterment and stability of the City.

OVERALL GOALS
% To ensure the City’s sound financial condition at all times in:
Cash Solvency — the ability to pay bills
Budgetary Solvency — the ability to annually balance the budget
Long Term Solvency — the ability to pay future costs
Service Level Solvency — the ability to provide needed and desired services

* Adherence to City Charter and Code and the Code of the Commonwealth of Virginia

%+ Adherence to the best accounting and management practices in conformity with generally accepted
accounting procedures as applied to governmental units

DEFINITIONS

Assigned Fund Balance: amounts that are constrained by the government’s intent to be used for specific
purposes but are neither restricted nor committed. Fund Balance may be assigned either through the
encumbrance process as a result of normal purchasing activity (which includes the issuance of a purchase
order), or by the City Manager or his/her designee.

Capital Project Fund: accounts for capital improvements financed from bond issues, special assessments
and certain grants

Cash Balance: the sum of cash and investments of an accounting fund

Committed Fund Balance: amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of City Council. Formal Council action includes designations of funds to be held
for a specific purpose in future fiscal years and budget amendments to carry forward appropriations that
were unexpended at fiscal year end.

Debt Service Fund: accounts for repayment of debt

Enterprise Funds: account for activities for which a fee is charged to external users for goods and services.
The Solid Waste Fund, Water & Sewer Fund, Airport Fund, and the Electric Fund are enterprise funds.

General Fund: the City’s primary operating fund that accounts for City services not otherwise accounted
for in a separate fund

Non-spendable Fund Balance: includes amounts that cannot be spent because they are either not in

spendable form such as inventories, pre-paids, or receivables that are reasonably expected to not be collected
in the next year; or they are legally or contractually required to be maintained intact
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Restricted Fund Balance: includes amounts that have constraints placed on their use by external sources
such as creditors, grantors, contributors, laws or regulations of other governments or imposed by law
through constitutional provisions or enabling legislation

Special Revenue Funds: account for proceeds of designated revenue sources used to finance specific
activities

Temporary Borrowing: loan from one fund to another fund due to temporary cash shortage with the
expectation of repayment within 12 months; not considered legal debt

Unassigned Fund Balance: the portion of fund balance, calculated in accordance with generally accepted
accounting principles that is not in another category

MINIMUM UNASSIGNED FUND BALANCE POLICY

In order to avoid service disruptions that otherwise could arise from revenue shortfalls or unanticipated
expenditures, the following range for unassigned fund balances should be maintained at the end of each
quarter. For the purpose of policy compliance evaluation, the below is shown as of the end of the fiscal year:

General Government
Budget

$33,000,433

Unassigned Fund Balance
Ending June 30, 2023

General Government
Budget

$32,073,466

Unassigned Fund Balance
Ending June 30, 2023

Fiscal Year 2022-2023 Actual
iscal Year 2024-2025 Projected

$13,500,195 $13.5 million*
= 42.1% of GF Budget =40.1 % of GF Budget
The Required Minimum per The Required Minimum per
the Unassigned Fund Balance . the Unassigned Fund Balance

of 15% = $4.8 mil of 15% = $4.95 mil

N

*Policy Evaluation: The FY 2023-2024 projected unassigned fund balance at June 30, 2024 is yet to be determined.
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Below is a history of the City’s Unassigned Fund Balance from June 30, 2014 through June 30, 2023.

Unassigned Fund Balance

$16,000,000
$14,000,000
$12,000,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000 <o <&
$2,000,000

S_
2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022 2022-2023

RESTORATION OF MINIMUM CASH OR UNASSIGNED FUND BALANCES

Should the cash balance or the unassigned fund balance fall below the target levels, the City Manager will
prepare and present a plan for restoration to the targeted levels. If a target level is not met or anticipated not
to be met, a line item will be included in the fund’s expense section to budget a minimum of 2% of the
upcoming projected budget revenues until the targeted levels are met.

EXCESS UNASSIGNED FUND BALANCES

In the event the unassigned fund balance exceeds any established maximum balance requirements in the
General Fund or Enterprise Funds at the end of a fiscal year, the excess may be used in one or a combination
of the following ways: (a) Retirement of existing debt; (b) One-time expenditures that do not increase
recurring operation costs that cannot be funded through current revenues; [An example would be
replacement of capital equipment or payment to a capital improvements project that would reduce the future
debt of the City. Another example of a one-time expenditure would be refunds of a portion of specific
revenue collected]; and, (c) Establishment of reserves for risk management, equipment replacement, capital
projects, emergencies or disaster recovery.

31



POLICY ON THE ORDER OF SPENDING RESOURCES

The City considers restricted fund balance to be spent when an expenditure is incurred for purposes for
which restricted and unrestricted fund balance are available unless prohibited by legal documents or
contracts. When an expenditure is incurred for purposes for which committed, assigned, or unassigned
amounts are available, the City considers committed fund balance to be spent first, then assigned fund
balance, and lastly unassigned fund balance.

REVENUE POLICIES

0

**  Reassessment of real property will be made every two years.

¢ The City will monitor all taxes to ensure they are equitably administered and are collected in a timely
manner.

¢ User Fees and Charges will be reviewed and updated on an ongoing basis to ensure that they keep pace
with changes in the cost-of-living as well as changes in the method and levels of service delivery.

1. Rental of City properties will be reviewed annually and compared to matket rates.
2. Building permit and inspection fees will be reviewed annually.
3. Recreation program charges will be reviewed annually.

% Where possible the City will institute user fees and chatges for specialized programs and services based
on the cost of a particular service. Rates will be established to recover operational as well as capital or
debt service costs.

¢ In the event it is determined that revenues for the fiscal year will fall short of anticipated amounts, the
City Manager shall provide Council with a plan for expenditure reductions and/or revenue
enhancements in the current year to mitigate the anticipated shortfall.

% Revenues from fees and charges will be reviewed annually and compared with surrounding localities to
determine whether they are fair and equitable and in-line with services provided.

DEBT MANAGEMENT POLICIES

The Commonwealth of Virginia imposes a legal limit of 10 percent of the assessed valuation of taxed real
property as a ceiling on the amount of general obligation borrowings a municipality may incur. While this is
the legal limitation, the City is well aware it cannot take on expenditures beyond its fiscal means of

affordability.

% General debt service expense should not exceed 10% of the General Fund expenses.
% Net general debt as a petcent of taxable real estate valuations should not exceed 5%.
% Debt service for Enterprise Funds should not exceed 20% of the funds’ annual expenses.

In determining general obligation debt limitations, certain classes of indebtedness may be excluded, including
revenue anticipation notes maturing in one year or less, general obligation bonds payable from a specified
revenue producing undertaking [as long as the undertaking is self-supporting], and capital leases and revenue
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bonds. The City’s enterprise operations for Electric Fund and Water and Sewer Fund bonded debt are a
combination of self-supporting, general obligation and revenue bonds.

When the City finances capital improvements or other projects through bonds or capital leases, it will
repay the debt within a period not to exceed the expected useful life of the projects.

2021 General Debt Service as a Percentage of
*General Fund Expenses = 11.85%
*calculation represents payment of annual principal and interest obligation
& amounts for refunding of debt

2022 Projected General Debt Service as a Percentage of
*General Fund Expenses = 4.07%
*calculation represents payment of annual principal and interest obligation
2021 Net Bonded Debt as a Percentage of Taxable Real Estate — 4.62%
Enterprise Funds

Debt Service as a percentage of annual expenses for the Water & Sewer, Electric, and Solid Waste Funds is
less than 4.0%, well below the minimum policy guideline.

Policy Evaluation: The City is in compliance with its debt management policy guidelines for all debt funds.
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Budget Development and Budgetary Controls
The City utilizes the following procedures in establishing the budgetary data reflected:

The budget is formulated from estimates of revenues and expected expenditures from various
departments. Line item detail of the various local, state and federal revenue sources is used to project
current year estimated actual revenue, and anticipated revenue for the following year. Trend analysis,
evaluation of current economic conditions and actions by the State legislature serve as the basis for
projecting the ensuing year budget.

The City also develops a Five-Year Capital Improvement Plan to adequately address capital needs in the
City and a proposed plan for financing projects. A recommended CIP is presented to City Council during
presentation of the Operating Budget and proposed simultaneously. The first year of the CIP is
incorporated into the City Manager’s proposed operating budget.

At least 60 days prior to June 30, the City Manager submits to City Council a proposed operating budget
for the fiscal year commencing the following July 1. The operating budget includes proposed
expenditures and the means of financing them. The budget submitted to Council must be in balance,
meaning expenditures recommended by the City Manager must not exceed the estimated revenue.

City Council then holds a public hearing(s) on the proposed budget. Notice of such public hearing is
advertised in the local newspaper not less than seven days prior to the hearing.

The budget must be approved by a majority vote of City Council and legally adopted before July 1. A
budget resolution is approved by City Council that formally adopts the budget by the various funds,
levies the tax rates for the new fiscal year, and sets various fees for City services.

Additional appropriations may be made by City Council only if there is an unassigned fund balance or
additional funding becomes available.

Department Heads are responsible for managing departmental budgets within the total appropriated
budget. Department heads shall prepare budget amendments for expenditures over a budgeted line item
by more than $20,000. The City Manager is authorized to transfer budgeted amounts within departments
up to $50,000. Expenditures over the original budget of any department must be approved by City
Council. Transfers over $50,000 must also be approved by City Council. Transfers between categories
and amendments to the School System budget (additional appropriations) require approval of City
Council.

Appropriations lapse on June 30 for all City units with the exception of the Capital funds.
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*City Departments prepare goals and objectives

Aug-Sept

*Goal/Budget Work sessions held with City Council

* Budget packages distributed to Departments,agencies & organizations

*Finance staff and department directors begin to formulate preliminary revenue
estimates

* Capital Improvement Project (CIP) request forms are submitted to
departments

*City Manager & Finance review department budget submissions and CIP
requests

* Finance Staff compile preliminary revenue estimates )

*City Manager & Finance meet with City Department heads on Budget
Submissions

*Joint Work Sessions are held with School Board and City Council

*School Board Presents Budget Requests to City Council

*City Manager presents Budget Requests to City Coucncil

_/

*City Manager presents Preliminary Recommended Budget & Draft Municipal
Goals to City Council

*City Council holds Work Sessions to discuss the City Manager’s proposed
budget, Five Year CIP and review Municipal Goals

Public Hearing
*Public Hearing Advertisement on City Manager’s Proposed Budget

*City Manager Presents Consolidated Budget to Council for consideration at ]
*City Council adopts the budget and sets all tax rates and fees. ]

L € € €€ € { 4
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Authorized Postions Function/Program

GENERAL FUND
City Manager
City Attorney
Human Resources
Treasurer
Commissioner of Revenue
Real Estate Assessor
Finance
Utility Billing
Registrar
Information Technology
Total General Government Administration
Police
E-911 Communications
Animal Control
Fire & Rescue - EMS
Inspections
Total Public Safety Administration
Public Works - Streets
Public Works - Garage
Public Works - Buildings & Grounds
Total Public Works Administration
Parks and Recreation
Senior Program
Total Parks & Recreation
Community Development & Stormwater Management
Downtown Development
Total Community Development

TOTAL GENERAL FUND

Social Services

Economic Development - Incubator
Water & Sewer

Solid Waste

Electric Fund

Airport

TOTAL NON GENERAL FUND

TOTAL POSITIONS - ALL FUNDS

FY 2023-2024
Adopted

2.00

2.00
6.00
4.50
1.00
5.50
5.00
1.72
1.50
29.22
30.44
8.72
1.72
61.72
4.00
106.60
15.50
4.00
17.50
37.00
5.00

5.00
1.00
1.00
2.00

179.82

27.00
0.73
13.00
8.00
19.50
1.00
69.23

249.05

FY 2024-2025
Proposed

2.50

2.00
6.00
5.00
1.00
5.50
5.00
1.72
1.50
30.22
31.00
9.00
2.00
64.50
4.00
110.50
15.50
4.00
17.50
37.00
6.00

6.00
1.00
1.50

183.72

27.00
0.73
13.00
8.00
19.50
1.00
69.23

252.95

Net FTE
Change

5.90

FY 2024-2025
Frozen

1.00

3.00
3.00
2.00

2.00
2.00

12.00

12.00
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SECTION THREE

ANALYSIS OF THE GENERAL FUND

(O]

un

. Revenue Assumptions, Analysis & Descriptions

Summary of Revenue Changes from Prior Year
Expenditure Assumptions, Analysis & Descriptions
Summary of Expenditure Changes from Prior Year
General Fund Highlights by Function

Legislative, General & Financial Administration
Judicial Administration

Public Safety

Public Works

Health & Welfare

Parks & Recreation

Community Development

Non-Departmental

O O0OO0OO0O0O0OO0OO0OOo
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General Fund Analysis
FY 2024-25 Annual Operating Budget
Revenue Analysis

INTRODUCTION

There are numerous revenue items in the General Fund Budget. This section summarizes the revenue
categories and offers insight on the items that are the major producers of City resources. There are many
economic and structural factors that determine the amounts of revenue that the City can expect to receive
in any fiscal year. Economic variables that drive many of the revenues include short- and long-term interest
rates, consumer confidence, retail sales, housing demands, and fuel prices. Other determinants include
policies and formulas developed by the State to distribute educational, public safety, social service, and other
funds as well as regulations on the establishment and administration of local taxes and fees.

While the State in large part recognizes its obligation to reimburse localities for State responsible functions,
it does not provide the necessary funding nor reduce the service requirements. Even though the State
eliminated the “Reduction in State Aid to Localities” beginning in FY 2015-2016, funding required by
localities to adequately fund state supported operations continue to grow without a corresponding equivalent
increase in state funding. The City receives little funding from the Federal Government outside of general
government grant related activities and support for Social Services and Education programs (non-General

Fund).

REVENUE % FY 24' FY 23'

General Government: FY 25' Proposed| Chng Amended Actual
General Property Tax 11,264,693 24.7% 9,036,936 6,713,903
Other Local Taxes 7,302,540 1.3% 7,211,534 7,459,894
Permits, Fees, Licenses, Etc. 114,050 29.6% 88,030 137,112
Fines and Forfeitures 40,250 0.0% 40,250 41,376
Use of Money and Property 313,546 89.2% 165,732 261,368
Charges for Services 1,867,255 2.4% 1,823,091 1,905,169
Miscellaneous 1,255,314 4.6% 1,200,571 1,552,642
Recovered Costs 2,756,028 5.3% 2,616,645 3,435,601
Shared Expenses (State Offices) 283,200 37.0% 206,704 230,251
Non-Categorical Aid - State 1,464,941 -3.7% 1,520,719 1,444,871
Categorical Aid: -

State 2,966,120 -7.9% 3,218,856 3,089,144

Federal 204,408 -5.6% 216,629 230,713
Transfers from: -

Electric Fund 1,799,993 0.0% 1,799,993 1,799,993

Water & Sewer Fund 300,000 53.8% 195,000 195,000

Solid Waste 100,000 #DIV/0! - -

Debt 371,559 -81.4% 2,000,000 3,255,582

Unassigned Fund Balance 596,536 -58.7% 1,444,712 -

Total General Fund: $ 33,000,433 -0.1% $32,785,402 $ 31,752,620

More than 56% of General Fund revenues are derived from taxes; 34% from real estate and personal
property taxes and 22% from other local taxes such as meals, sales, cigarette, lodging and license taxes.
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The next largest source is revenue from the State (both categorical and non-categorical aid such as
state reimbursement for shared expenses, HB 599 funds for police, street and highway maintenance
funds and the state PPTRA reimbursement). A complete analysis of all revenue sources is included in
the following section (Revenue Analysis and Descriptions).

The General Fund provides for the basic services extended to all residents and businesses in the City,
including public safety, streets, recreation, library, court services, community development, and
general administration. It also includes significant contributions to the operation of the Franklin City
Public School System, constitutional offices and other community organizations. Most General Fund
Services are non-revenue producing, thereby requiring the use of ad valorem property taxes and other
General Fund related revenue sources to provide funding. The Electric Fund provides significant
support of General Fund operations through an inter-fund transfer in lieu of taxes and a City Council
established appropriation of $1.439 million annually which reduces pressure on the property tax. In
FY23, this annual appropriation was increased to $1.799 million and remain as such in FY25.

The General Fund revenues are divided into the following categories: property taxes, other local taxes,
licenses, permits and fees, fines and forfeitures, revenue from use of money & property, charges for
services, transfers from other funds, miscellaneous revenue and recovered costs, non-categorical state
aid, and categorical aid (shared expenses), other state and federal grants and prior year surplus and
transfers.

General Property Taxes are one of the major revenue sources for the General Fund and include rea/
estate, public service, personal, and business property taxes, and taxes on machinery and tools.

PROPOSED TAX RATE:
The current real estate tax rate is $1.03 per $100 of assessed value. The FY 2024-2025 budget proposes

no increase in the real estate tax rate. The City’s ten-year tax rate history is depicted on the table that
follows:

10 Year Tax Rate History
(per $100 of assessed value)

Fiscal Real Downtown Personal Machinery & Public Service
Year Estate District* Property Tools (RE/PP)
2023-24 $1.03 $1.27 $4.50 $2.00 $1.03/$4.50
2022-23 $1.03 $1.27 $4.50 $2.00 $1.03/$4.50
2020-21 $1.03 $1.27 $4.50 $2.00 $1.03/$4.50
2019-20 $1.03 $1.27 $4.50 $2.00 $1.03/$4.50
2018-19 $0.99 $1.24 $4.50 $2.00 $0.99/$4.50
2017-18 $0.99 $1.24 $4.50 $2.00 $0.99/$4.50
2016-17 $0.99 $1.24 $4.50 $2.00 $0.99/$4.50
2015-16 $0.99 $1.24 $4.50 $2.00 $0.99/$4.50
2014-15 $0.96 $1.20 $4.50 $2.00 $0.96/$4.50
2013-14 $0.90 $1.14 $4.50 $2.00 $0.90/$4.50

*The Real Estate Tax Rate for the Downtown District is $§0.24 in addition to the City’s tax rate.
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Real Estate Tax Relief Program for the Elderly or Disabled - To counter the cost of real
estate taxes for eligible citizens with fixed incomes, the City has established a program to fully or
partially exempt elderly or disabled homeowners in Franklin based upon income limits and age. For
Tax Year 2022-2023, the tax relief amount for the elderly was $48,822 and $40,243 for qualifying
disabled veterans.

Personal property tax revenue is proposed at $2,546,259, an increase of $580,935 from FY
2023-2024 budget based on the current tax rate of $4.50 per $100 of assessed value. Since 1999, the
Commonwealth of Virginia has reimbursed localities in Virginia for a portion of the levy included in
the personal property tax on vehicles as authorized by the Personal Property Tax Relief Act (PPTRA).
Beginning in 2000, the State began to reimburse localities a fixed amount based on the 2004 level of
State. In essence, since the City receives a set value from the State for the Personal Property Tax Relief
reimbursement, the City must annually adjust the relief percentage to maintain revenue neutrality.

Disabled Veteran Personal Property Tax Exemption - The City exempts qualified disabled
veterans from tax on one vehicle.

Public Service Corporation Taxes constitute the assessment value for all property owned
by Public Service Corporations in the City and subject to local taxation. Revenue for FY 2024-2025 is
budgeted at $96,124, compared to $66,402 in FY 2023-2024.

Machinery & Tools tax is assessed to machinery and equipment used in manufacturing and
processing. The City currently receives a marginal amount of revenue from this tax type. The FY 2024-

2025 budget of $32,758, compared to $30,784 in FY 2023-2024.

Penalties & Interest — Property Taxes revenue is budgeted at $145,000, the same as the
prior fiscal year.

Other Local Taxes -This category consists of consumer utility taxes, sales and use taxes, business
license fees, cigarette taxes, meals taxes, and lodging taxes.

Every person or business in the City that sells or furnishes a utility service must collect a consumer utility
tax from the purchaser of the service. Ultility tax is based on residential and commercial usage and is
proposed at $460,000 for FY 2024-2025. However, of this amount, $84,000 is remitted to
Southampton County, City of Suffolk, and Isle of Wight County for the utility taxes paid by utility
customers located in these jurisdictions but serviced by Franklin City’s electrical utility company.

Sales & Use Tax is the retail sales and use tax charged and collected by certain businesses on behalf of
the Commonwealth of Virginia. The City collects one percent of the 5.0% imposed by the
Commonwealth on gross receipts from retail merchants in the City. Sales are indicative of consumer
confidence and spending. Collections are estimated at $2.4 million, which is the same as the 2023-
2024 budgeted amount.

Business license revenue is projected at $1,200,000, which is an increase of $38,000 over FY 2023-2024
budget. This tax is generally assessed on the gross receipts of businesses in the City depending on the
category of the business. A new business must obtain a business license from the Commissioner of
Revenue before conducting business in Franklin.
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Lodging tax is imposed and levied by the City in the amount of 8% of the total paid for lodging, by or
for any transient, to any hotel. The adopted budget for FY 2024-2025 is $190,000, which is $10,000
increase over FY 2023-2024 budgeted amount.

Restaurant/ Meal Tax is assessed on the sales price of prepared food and beverages sold at food
establishments in the City. The City imposes a tax of 7.0%. Revenue from meals tax is adopted at
$2,200,000 for FY 2024-2025, an increase of $50,000 from budgeted revenue in FY 2023-2024.

Cigarette Tax — The Code of Virginia, Section 58.3830 allows for local taxation on the sale or use of
cigarettes. The City of Franklin charges $0.70 per pack of cigarettes. The FY 2024-2025 proposed
budget of $395,000, which is the same as the current budgeted amount.

Other local tax collected is the remaining local taxes not previously mentioned including bank stock,
motor vehicle licenses, local electric consumption tax, right of way use, and local probate and
recordation taxes. The combined total for these revenues is $363,040 which is in line with the current
year budget. The table below provides a history of revenue received from various local taxes.

FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY24-25 Growth since

Local Tax Actual Actual Actual Actual Adopted Proposed FY 19-20
Sales 1,946,295 2,111,038 2,171,099 2,394,886 2,400,000 2,400,000 23.31%
Meals 1,531,440 1,805,178 1,917,888 2,235,378 2,150,000 2,200,000 43.66%
Lodging 133,484 178,791 194,387 199,864 180,000 190,000 42.34%
Cigarette 359,057 337,113 311,078 379,132 395,000 395,000 10.01%
Business License 1,035,797 1,020,193 1,171,365 1,322,231 1,165,000 1,203,000 16.14%
Motor Vehicles 184,549 227,080 199,297 214,611 210,000 222,040 20.31%
Utility Tax (Net) 541,040 525,033 542,265 529,582 562,000 560,000 3.50%

Total $ 5,731,662 $ 6,204,426 $ 6,507,379 S 7,275,684 S 7,062,000 $ 7,170,040 25.10%

License, Permit & Privilege Fee

These revenues are generated from various activities within the City primarily from the issuance of
building, electrical, and plumbing permits. Other fees are collected for animal licenses, zoning and
land use activities and charges. The projected revenue for this category totals $114,050 a $26,020
increase from the previous year’s budget.

Fines and Forfeitures
These collections are the result of charges ordered by the courts for violations of City ordinances, and
is projected at $40,250 for FY 2024-2025, the same as the current budgeted amount.

Revenues from Use of Money & Property

Interest earned on investments and revenue received from the rental of City property comprises the
category of revenue generated from the use of money and property. However, the majority of this
revenue is received from the Department of Social Services under the current Memorandum of
Understanding (MOU) for the reimbursement of building rental and facility operations. The City also
receives annual rental payments from the use of City owned land and a cell tower. The FY 2024-2025
proposed budget is $313,5406, a $147,814 increase from the current year’s budget.
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Charges for Services

This category consists of revenues from fees charged by ambulance services, fire and EMS fees
charged to Southampton County, recreation fees, charges for general administrative services provided
on the behalf of the City's Enterprise Funds (Water & Sewer, Electric, Airport, and Solid Waste), and
other miscellaneous charges.

The City’s Emergency Medical Services (EMS) Cost Recovery program is designed to obtain
reimbursement for the cost of emergency medical services associated with transporting citizens to the
hospital by ambulance. Charges for Ambulance Service Fees are based on premiums paid by Medicare,
Medicaid and other private insurance for ambulance transport. Charges vary based on the type of
service provided and the distance traveled to the hospital. Franklin uses AMB to administer the EMS
Recovery Program. FY 2024-2025 projected revenue from this source is $375,000.

As discussed previously, management recommends a review in the new fiscal year of policies on
collection efforts for pursuing and improving outstanding billed but unpaid ambulance service fees.
Given the cost of providing emergency medical services, this is one means of lowering the taxpayer
burden necessary to provide this important service. User fees are a more fair and equitable means of
distributing costs in the fire and emergency services arena. Management has entered into jurisdictional
partnerships with neighboring localities to also positively impact on City costs without compromising
service obligations.

Miscellaneous Revenue and Recovered Cost

This category includes revenue sharing received under the City’s Revenue Sharing Agreement with
Southampton County. It also includes donations, proceeds from the sale of property, and other
unanticipated miscellaneous revenue. Reflected in recovered cost are payments received from
Southampton County under the consolidated shared services agreement. The City’s FY 2024-2025
proposed budget includes $2,756,028 of revenue providing 24-hour emergency medical and
ambulance transport services for all emergency medial 911 calls originating from within Southampton
County. The FY 2024-2025 proposed budget also includes a projected $263,000 in utility billing fees
associated with late payments in accordance with billing and collection policies established in February
2014.

Under a revenue sharing (annexation) agreement, the City receives a percentage of the taxes, primarily
machinery & tools, from operations at the International Paper, S.T. Tissue, Franklin Lumber, and
M&M Milling located in Isle of Wight County. Prior to the closure of the mill in 2009, the City
consistently received revenue sharing benefits in excess of $1.0 million annually. This amount was
significantly reduced beginning in FY 2010-2011 as a result of the closure. In 2012, a portion of the
mill was repurposed, and other business interests have located on the campus which results in partial
revenue recovery. However, the FY2024-2025 proposed amount of $816,565 that will be in place for
the next four years as a result of the decision of the Virginia Supreme Court in a lawsuit between Isle
of Wight County and International Paper.
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History of Revenue Sharing Payments from Isle of Wight County

2011-2012
2012-2013
2013-2014
2014-2015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024-2025

B2 000 Vo b Vo R Vo Sk Vo SR Vo L Vo Sl Vo N V0 0 Vo SR V0 L Vo S Vo R V0

1,193,025
227,529
540,850
699,141
709,170
717,304
720,000

1,164,549
995,521

1,054,852
996,147

1,035,170
700,000
816,565

The City took a hit in FY 2010-2011 to correct the
accounting for the receipt of the revenue sharing payment to
agree with Isle of Wight distribution period; this helped the
City to realize revenne in the year subsequent to the plant
closing in which a significant reduction of revenue occurred.

Shared Expenses

This category consists of reimbursement for shared expenses in which the State provides funding
assistance for salaries as determined by the State Compensation Board on an annual basis for specified
local officials. The affected offices in this category are the Commissioner of Revenue, Treasurer, and
Voter Registrar. In FY 2024-2025 the City is expected to receive reimbursements of $108,645,
$120,051, and $54,504 respectively for the Commissioner, Treasurer, and Registrar offices for a total
of $283,200 in categorical aid. This is an increase of $76,496 over FY 2023-2024. State support for
constitutional officers overall continues to fall short of adequately funding their fair share of operating
expenses for FY 2024-2025. The City must fund the remainder of these operating expenses with local

resources.

The following table shows the estimated reimbursement along with the FY 2024-2025 recommended
budget amount for each office, and the City cost for each:

FY 2024-2025

FY 2024-2025 | Total Expense | City Share of | City Costasa

Department State Revenue Budget Cost % of Budget
Commissioner of Revenue S 108,645 S 353,710 $§ 245,065 69%
Treasurer S 120,051 S 466,253 S 346,202 74%
Registrar S 54,504 S 240,994 S 186,490 77%
Total $ 283,200 $ 1,060,957 S 777,757 73%
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State Revenues (Non-Categorical Aid)

This category includes funding for PPTRA tax reimbursement, communication taxes, recordation
taxes, stock taxes, and auto rental taxes. The FY 2024-2025 budget is $1,462,947, the same compared
to the current year budget.

State Revenues (Categorical Aid)

This section includes funding for a variety of City functions and state grants, the largest being sreer
and highway maintenance funds followed by 599 funds for Law Enforcement. Revenue for street & highway
maintenance is received from the Virginia Department of Transportation for the City’s maintenance
of primary and secondary roads based on a formula including reimbursement rate and locally
maintained lane miles. The street and highway maintenance budget for FY 2024-2025 is $1,790,323,
the same as FY 2023-2024. The City’s police department recovers some of its costs from the “599
funds” distributed by the Commonwealth of Virginia. The budget for these funds for FY 2024-2025
1s $520,240, an increase of $75,817 as compared to FY 2023-2024.

Federal Revenue

Federal revenue represents monies received by the City from various federal grant programs. Grants
associated with the General Fund are normally appropriated upon notification and/or receipt of the
grant award.

Use of Restricted & Unassigned Fund Balance

A fund balance is created when revenue exceeds expenditures in prior fiscal years and should not be
considered a continuing income source and particularly not for recurring operating expenditures. A
portion of fund balance may be appropriated in subsequent years to meet expenditure requirements.
Due to reductions in unassigned fund balances or reserves experienced in prior years, management
has consistently recommended that the City refrain from significant appropriation of unassigned fund
balance except for debt reserve funds created for that purpose, restricted revenues, and capital
expenditures particularly until reserve levels comfortably exceed minimum policy requirements. In
uncertain or difficult times, the value of adequate reserve funds to either meet unexpected needs or
take advantage of opportunities cannot be overstated. These funds can also be utilized when balances
exceed minimum policy requirements to reduce costs by funding major items on a “pay-as-you-go”
basis rather than relying entirely upon borrowing funds in the case of capital projects. This is also a
good source for matching funds when grant opportunities are identified. This spending plan is
consistent with the long-term goal of maintaining an acceptable minimum reserve while avoiding
fluctuations in rates and charges. The budget proposal for FY 2024-2025 recommends a transfer of
$596,536 from the General Fund Unassigned Fund Balance to cover the cost of the 11% health
insurance increase and one-time capital projects.
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General Fund Analysis
FY 2024-2025 Annual Operating Budget
Expenditure Analysis

Introduction

The General Fund is comprised of the following categories: Legislative & General Government
Administration, Judicial Administration, Public Safety, Public Works, Health & Welfare, Parks,
Recreation & Cultural, Planning & Community Development and Non-Departmental.

Provided below are brief highlights of major expenditure adjustments incorporated into the FY 2024-
2025 Recommended Operating Budget. Preceding the categorical highlights are “items of interest”
that affect the entire General Fund budget and may not be necessarily mentioned in the highlights
sections:

/
E X4

Virginia Retirement System (VRS) - The City currently provides equitable deductions to all
groups of employees since the VRS phase in on longer term employees was completed in a prior
year.

’ ** Health Care Insurance — The City currently participates in the State’s
Approximately 80% 9f | 1.ocal Choice Program for health insurance. The Local Choice is a pooled

the City’s full time program whereby localities similar in size are grouped together. This is
employees participate in | intended to increase purchasing power, which reduces cost while shared
the City’s Health claims experience offers some protection in years when jurisdictions
Insurance Plan experience high claims. Trend estimates tend to track lower than the

commercial health care market. The City will experience approximately a
11% increase in health insurance costs effective July 1, 2024. Given the amount of the premium
increase for FY 2024-2025, management recommended, and Council has approved City will share
the cost of the health insurance increase.

General Fund Increase in City Share of Health $138,400
Insurance Cost (Includes Early Retirees)

Worker’s Compensation - The City participates in the Virginia Municipal League Insurance
Program (VMLIP) for its worket’s compensation coverage. VMLIP is a self-insurance pool in the
Commonwealth of Virginia and provides auto, property, liability, and workers’ compensation
coverage to political subdivisions across Virginia.

Salary Adjustments — The adopted budget does include freezing of positions. There is a 3% raise

for all employees included in the FY 2024-2025 budget. The chart that follows provides a history
of salary adjustments for the past fifteen years.
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History of Salary Adjustments

FY 10-11 0.00%

FY 11-12 1.5%|  8/1/2011

FY 12-13 0.0% $500 | 12/18/2012 1.1%
FY 13-14 2.0%|  7/1/2013 1.1%
FY 14-15 0.0% $500 | 12/16/2014 1.1%
FY 15-16 2.0%|  9/1/2015 1.1%
FY 16-17 2.0%| 12/1/2016 1.1%
FY 17-18 2.0%| 12/1/2016 1.1%
FY 18-19 (Non-Exempt) 2.0%

FY 18-19 (Exempt) 1.0%

FY 19-20 0.0%

FY 20-21 2.0%| 11/1/2020

FY 21-22 0.0%

FY 22-23 3.0% /20% | 7/1/2022

FY 23-24 50%|  7/1/2023

FY 24-25 3.0%|  7/1/2024

Excludes Any Additional State Raises for Applicable Employees
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Legislative & General Government Administration

FY 25' % FY 24' FY 23'
General Fund Expenditure Summary Proposed Chng Amended Actual
Legislative & General Govt.

City Council 661,820 110% 314,457 153,637
City Manager 318,334 10% 289,386 295,487
City Attorney 150,000 30% 115,000 200,588
Human Resources 286,703 22% 235,789 223,719
Commissioner of Revenue 353,710 0% 352,317 315,581
Real Estate Assessor 116,718 -20% 145,627 80,879
Treasurer 466,253 1% 461,667 360,741
Finance 493,324 22% 403,618 447,292
Purchasing 69,619 -49% 137,742 124,589
Utility Billing 382,321 2% 374,437 336,514
Insurances 136,944 -22% 175,753 171,112
Information Technology 462,552 -56% 1,045,622 207,621
Elections 240,994 21% 199,387 170,134
$ 4,139,292 -9% $ 4,250,802 S 3,087,893

FY 2024-2025 Highlights

City Council — The budget for contributions to various agencies and organizations in the City is
$190,056, an increase of $19,368 over the current budget. Due to the estimated Real Estate
Reassessment, there is a contingency proposed in the amount of $380,581.

City Manager - The budget reflects an addition of a part-time grant writer position.

City Attorney — The budget reflects no significant highlights.

Human Resources — The budget reflects no significant highlights.

Commissioner of the Revenue — The budget reflects a net increase primarily due to the 3% raise.

Real Estate Assessor — The budget net decrease is primarily due to professional services for the
reassessment contract and software costs.

City Treasurer — The budget reflects no significant highlights.
Finance /Purchasing — The budget reflects no significant highlights.
Utilities — The budget reflects no significant highlights.

Insurance — The budget reflects a net decrease primarily due to the decrease in enrolled retirees and
the increase in VRS Local Disability program fee.

Elections — The budget reflects increases to cover ballot on demand printer and 2 poll books.

Information Technology — The budget reflects no significant highlights.
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Judicial Services

FY 25' % FY 24' FY 23'
General Fund Expenditure Summary| Proposed Chng | Amended Actual
Judicial

Circuit Court 12,863 0% 12,800 12,021
General District Court 54,339 331% 12,600 12,621
Clerk of Circuit Court 79,557 -1% 80,600 78,351
Sheriff 160,843 -1% 162,500 132,263
Juvenile District Court 277,911 23% 225,824 294,612
Commonwealth's Attorney 84,933 -1% 85,800 74,319
Western Tidewater Regional Jail 1,004,492 0% 1,004,492 952,982
$ 1,674,938 6% $1,584,616 $1,557,168

FY 2024-2025 Highlights
Circuit Court — The budget reflects no significant highlights.
General District Court — The budget reflects an addition of a support position.
Clerk of Circuit Court — The budget reflects no significant highlights.

Sheriff — The City shares the cost of court services with Southampton County based on an agreed
upon distribution formula of 30% of the total cost.

Juvenile District Court - Includes cost incurred for juvenile detention. The budget reflects an
estimated increase of $50,000 for services. Actual costs can fluctuate dramatically from year to year
based upon services rendered.

Commonwealth’s Attorney — The budget reflects no significant highlights.
Western Tidewater Regional Jail — The City’s budget for adult prisoners is $1,004,492, which is the

same as the current budget year. Participating localities of Franklin, Isle of Wight, and Suffolk
proportionately absorb their applicable share of jail administration costs.
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Public Safety Administration

% FY 24' FY 23'
General Fund Expenditure Summary | FY 25' Proposed | Chng Amended Actual
Public Safety

Police 4,041,762 -33% 6,010,219 3,260,766
E911 Communications 936,240 6% 883,229 736,644
Fire & Emergency Services 7,257,210 5% 6,890,127 5,708,543
Building Inspections 480,498 -49% 936,749 320,839
Animal Control 221,364 38% 160,377 98,931
S 12,937,074 -13% $ 14,880,701 $ 10,125,722

FY 2024-2025 Highlights

Police Department - The budget includes freezing two vacant positions. It reflects a net decrease
of $2,043,446 primatily due to a reduction in ARPA/Capital Rollover from the current year.

E911 Communications — The budget reflects a net increase of $53,011. Exclusive of raises, one
position is no longer frozen for FY 2024-2025.

Fire & Emergency Services — Exclusive of raises, the budget includes three new positions.

Building Inspections — The budget includes a reduction of $456,251 in ARPA/Capital related

budgets.

Animal Control — The budget reflects an increase of $60,987 which includes budget to cover the

replacement Animal Control Vehicle.
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Public Works Administration

FY 25' % FY 24' FY 23'
General Fund Expenditure Summary Proposed Chng | Amended Actual
Public Works
Streets 2,435,231 -14% 2,837,534 4,229,403
Snow 15,000 0% 15,000 279
Garage 353,648 3% 343,582 316,915
Buildings & Grounds 1,551,678 4% 1,495,390 1,352,446
Cemetery Maintenance 1,000 0% 1,000 540
4,356,558 -7% 4,692,506 5,899,584

FY 2024-2025 HIGHLIGHTS

Public Works Streets — The budget reflects a decrease in ARPA/Capital related budgets of $400,000.

Public Works Snow Removal — The budget reflects no significant highlights.

Public Works Garage — The budget reflects no significant highlights.

Building & Grounds - The budget includes freezing the same three vacant positions from FY 2023-

2024.

Cemetery Maintenance - The budget reflects no significant highlights.
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Health and Welfare

FY 25' % FY 24' FY 23'
General Fund Expenditure Summary Proposed | Chng| Amended Actual
Health & Welfare
Health Department - WTHD 106,500 0% 106,500 104,252
Mental Health - WTCSB 48,018 13% 42,469 33,262
Children's Center 757,540 0% 757,540 757,540
$ 912,058 1% S 906,509 $ 895,054

FY 2024-2025 Highlights

Health Department — The City’s contribution to the Franklin City Health Department at $106,500

is for various environmental, family health & nutrition and disease prevention services.

Mental Health District — The proposed expenditures reflect an increase of $5,549 the contribution
to the Western Tidewater Community Services Board for community mental health services

provided to Franklin citizens.

Children’s Center- City of Franklin serves as the fiscal agent for the Children’s Center.
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Parks and Recreation

FY 25 % FY 24 Fy 23'
General Fund Expenditure Summary Proposed | Chng | Amended Actual
Recreation & Culture
Parks & Recreation 655,812 -53% 1,388,706 813,273
Library - Blackwater Regional 302,889 3% 294,856 276,898
$ 958,701 -43% S 1,683,562 $ 1,090,171

FY 2024-2025 Highlights

Parks & Recreation — Exclusive of raises, the budget includes a $733,000 reduction in ARPA /Capital

related budgets.

Blackwater Regional Library — There is a §9,670 increase in the City contribution to the library.

Parks & Recreation Facilities:

Armory Drive Recreational Park
Barrett's Landing Park

Bruce Street Park

Hayden Sports Complex

Drive Park

Martin Luther King, Jr. Center
Memorial Park

Paul D. Camp Field

High Street Park College
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Community Development

FY 25 % FY 24' FY 23'
General Fund Expenditure Summary Proposed | Chng | Amended| Actual
Community Development
Planning 155,976 60% 97,384 141,370
Beautification 6,000 -79% 29,080 42,891
Tourism 136,531 -8% 148,389 111,155
$ 298,507 9% $274,853 $295,416

FY 2024-2025 Highlights

Planning — The budget includes moving $50,000 for professional services from Building Inspections

and Code Enforcement.

Beautification — Funds are amended to the budget each year for a Litter Control Grant awarded by
the State Department of Environmental Quality for litter control activities and programs in the City.
Funds have been used in the past to purchase trash receptacles which are strategically placed
throughout various areas of the City. The City annually participates in Arbor Day activities as a long
standing designated “Tree City USA” community. There is a reduction of $14,700 for ARPA/Capital

related budgets.

Tourism — A portion of the funding for this budget comes from the collection of the $.024 real estate

tax rate charged in the downtown tax district.
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Non-Departmental

FY 25' % FY 24' Fy 23'
General Fund Expenditure Summary Proposed | Chng| Amended Actual
Non-Departmental
Southampton Revenue Sharing Payment 700,000 0% 700,000 615,541
Miscellaneous Expenses 4,226 -6% 4,501 23,549
Estimate of Vacancy Savings (400,000) 100% (200,000) 35
Tax Relief for the Elderly & Disabled 138,849 39% 100,000 -
S 443,075 -27% $ 604,501 $ 639,125
FY 25' % FY 24 Fy 23'
General Fund Expenditure Summary Proposed | Chng| Amended Actual
Transfers To:
Social Services 694,997 8% 640,674 595,281
Comprehensive Services Act 304,220 24% 244,792 416,630
School Operating & Capital (Local Support] 4,330,237 0% 4,330,237 4,330,237
School Debt (Local Support) 414,662 0% 414,133 433,109
Airport 76,330 19% 63,919 55,633
Economic Development 49,648 0% 49,648 100,000
General Govt. Debt 1,360,137 73% 788,169 763,820
Transfers to Capital 50,000 -67% 150,000 850,000
$7,280,231 9% $ 6,681,572 $ 7,544,710

FY 2024-2025 Highlights

Revenue Sharing Payment — The revenue sharing payment is based on a series of tax and utility
calculations that reflects the City’s share to Southampton County for revenue received along the
Industrial Corridor (namely a section of Armory Drive). The City remits the shared portion to

Southampton County in the following fiscal year.

Estimate of Vacancy Savings — Annual Estimate is $400,000

Tax Relief for the Elderly & Disabled — based on actuals from FY 2022-2023.
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Water and Sewer Fund

The Department of Public Ultilities is responsible for the operation, maintenance, and expansion of
the City of Franklin’s public water and sanitary sewer systems. Water and wastewater services are
provided to the residents and businesses in the City as well as portions of the surrounding localities
of Isle of Wight and Southampton Counties. The department’s primary mission is to ensure the
delivery of potable water and the collection and treatment of wastewater that meets all State and
Federal regulations. The Department of Public Utilities operates as a self-sustaining enterprise fund
(Water & Sewer Fund) utilizing the revenues (charges for services) generated from the City's water
and sanitary sewer system operations without the support of General Fund revenues. The fund
consists of the following divisions: Water Services, Sewer Operations, and Wastewater Treatment
Plant. The Fund’s revenues support both the department's capital improvements and operating
budget.

As verified by a 2020 statewide rate analysis annual report completed by Draper Aden Associates, the
City Water and Sewer rates currently remain below median statewide utility system rates and do not
generate revenues sufficient to adequately address longer term capital needs of an aging utility system
or qualify the City for various federal and state revenue assistance programs which require a minimum
rate to income ratio.

The City has wisely invested over $2.8 million to address the maintenance needs of the aging
wastewater collection system over the last nine years utilizing available reserve funds, which is not
sustainable without depleting reserve levels below policy minimums. Additional revenue is needed in
the immediate future to expand efforts to rehab the City’s aging wastewater and water collection,
treatment and distribution systems.

Staff is currently in the process of working with a consultant and the Department of Environmental

Quality to ensure that the City of Franklin has adequate water capacity for the projected residential,
commercial, and industrial growth.

Revenue Analysis

Table 1

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24' FY 23'

Water & Sewer: Proposed Water & Sewer: Proposed Chng Appropriation Actual
Sale of Water 1,300,000 Water 1,699,890 66.5% 1,020,730 1,260,201
Sewer Service Fees 1,800,000 Sewer 1,348,753 167.3% 504,505 381,479
Miscellaneous 143,000 Wastewater Treatment 1,467,999 52.0% 965,622 894,994
Draw from Unrestricted Net Position 1,990,211 Debt Service 25,001 -92.6% 339,963 37,503

Transfers to:
General Fund 300,000 0.0% - 195,000
General Fund - Admin Service & PILOT 365,108 -8.7% 399,902 407,055
General Fund - Operational Subsidy 26,460 0.0% - 26,460
Capital - -100.0% 214,200 -

Total Water & Sewer Fund: $ 5,233,211 Total Water & Sewer Fund: $ 5,233,211 51.9% $ 3,444,922 $ 3,202,692
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Graph 1 shows a five-year trend of actual expenditures in the Water & Sewer Fund.

Graph 1. - Water & Sewer Fund Expenditure History
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FY 2024-2025 revenues of $5,233,211 are allocated among Water, Sewer, and Wastewater Operations.
The transfer to the General Fund includes transfers for administrative services ($365,108), payments

in lieu of taxes ($26,460), and General Fund for support ($300,000).

FY 2024-2025 Highlights:

** 'The transfer to the General Fund for administrative services of $365,108 is based on the most
recent cost allocation analysis of services provided by the General Fund.
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Solid Waste Fund

The City provides waste collection and disposal services to approximately 2,776 residential customers
and 101 commercial customers. The City formally structured the budget for solid waste as an
“Enterprise Fund” effective July 1, 2013 which better enables the City to plan for future needs.

An analysis of the Fiscal Year 2024-2025 Budget for the Solid Waste Fund (revenues and expenditures)
follows:

Revenue Analysis
No Rate Change — The adopted budget includes the current residential rate of $38.00 per month. Since
FY 2010-2011, cumulative reductions in solid waste fees total $8.36 or a decrease of 18%. Table 1
below shows the history of monthly residential solid waste collection rates.

Table 1
FY 2024 — 2025 Highlights
Residental
%+ The budget reflects no change to the Fiscal Year Rate Net Change
residential fee. 20-21 $ 3800 $ )

21-22 S 38.00 $ -
22-23 S 38.00 $ -
23-24 S 38.00 $ -
24-25 S 38.00 S -
Net Change Since 10- (58.36) or 18%
11 reduction
Net Change Since 08- $6.00 or 18.75%
09 increase

Waste collection and disposal fees account for the revenues for solid waste services. Revenue projected in
FY 2024-2025 based on the recommended rate is $1,335,000. Total revenues for the fund are projected
at $1,671,762 which includes an Administrative Garbage Service Fee revenue of $4,000 and Use of
Unrestricted Fund Balance of $332,762.

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24' FY 23'
Solid Waste Refuse: Proposed [Solid Waste Refuse: Proposed Chng |Appropriation Actual
Waste & Collection Disposal Fees 1,335,000 Operating Expense 1,273,615 13.1% 1,126,580 976,128
Miscellaneous 336,762 Debt Service 30,196 5.8% 28,533 11,739
Transfer to General Fund 100,000 0.0% - -
Transfer to General Fund - Admin Service 267,951 4.8% 255,789 287,391
Total Solid Waste Refuse Fund: $ 1,671,762 Total Solid Waste Refuse Fund: $ 1,671,762 18.5% $ 1,410,902 $ 1,275,258
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Franklin Regional Airport

Franklin Regional Airport situated in Isle of Wight County and owned by the City of Franklin is
located two nautical miles from the City’s central business district. The Airport Fund is an Enterprise
Fund, but receives annual financial support from the City’s General Fund to sustain operations.
Revenue supporting the fund is derived from the sale of aviation gas, jet fuel and hangar rental fees.
The budget for FY 2024-2025 is $204,030, $13,311 higher than FY 2023-2024 budget.

Revenues FY 24 - 25' Expenditures FY24-25'| % FY 24' FY 23'
Airport Operations: Proposed |Airport Operations: Proposed | Chng |Appropriation| Actual
Airport Rental & Fees 62,700 Operating Expense 184,746 8.4% 170,448 555,548
Sale of Fuels 65,000 Transfer to General Fund - Admin Service 19,284 -4.9% 20,271 20,612
Transfer from General Fund 76,330
Total Airport Fund: $ 204,030 Total Airport Fund: 204,030 7.0% 190,719 576,160




Electric Fund

The City of Franklin purchases wholesale electric power from the Virginia Municipal Electric
Association (VMEA), who in turn, purchases power from Dominion Virginia Power (DVP). The
complexity of the Electric Fund necessitates an understanding of the Fund’s rate history, the impact
on Cash balance and City Council actions taken regarding rates over time. Historical data is included
herein to assist in developing such an understanding among all interested parties.

FY 2024-2025 BUDGET RECOMMENDATION

Based upon information provided to VMEA by DVP to date, the wholesale power costs for Franklin
Power & Light (FP&L) are projected to increase. Actual wholesale power costs will be presented by
DVP in June 2024.

Fuel Factor Charge

The fuel adjustment charge by DVP is a direct pass thru from the City to FP&L customers. DVP
makes rate announcements on the fuel charge usually on an annual basis. This fuel adjustment charge
is effective April 1% each year. DVP has projected a decrease in the fuel adjustment rate for FY 2025
power purchases. The change in the fuel adjustment charge will be reflected in the May billing for
April usage.

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24' FY 23'

Electric Service: Proposed Electric Service: Proposed Chng Appropriation Actual
Sale of Service 15,325,004 Operating Expense 2,741,545 -10.1% 3,049,139 2,120,039
Miscellaneous 1,278,244 Energy for Resale - Fuel Adjustment 10,537,059 -17.3% 12,735,239 12,245,403
Capital Outlay 526,500 38.9% 379,063 295,195
Debt Service 232,117 -1.8% 236,437 88,119

Transfers to:

General Fund - Admin Service & PILOT 766,034 5.4% 726,888 710,577
General Fund - Operational Subsidy 1,799,993 0.0% 1,799,993 1,799,993
Total Electric Fund: $ 16,603,248 Total Electric Fund: $ 16,603,248 -12.3% S 18,926,759 $ 17,259,326

Budget Highlights: The FY 2024-2025 budget highlights includes a $2,198,180 decrease in fuel
for resale .
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Table 1

Table 1 below provides a history of the fuel charges that are a direct pass through from DVP to FP&L
residential customers using an average of 1000 kwh per month. An increase in the fuel rate charge negatively
impacts customers’ electric bills causing an increase in the charges for use of electricity. Conversely, a decrease
positively affects customers’ total bills.

HISTORICAL FUEL ADJUSTMENT CHARGES

FY PER kWh Change
2019 S 0.00813 -32%
2020 S 0.00149 -82%
2021 S 0.00439 195%
2022 April S 0.00439 0%
October S 0.01439 228%
2023 S 0.01000 -31%

Rate History

The following table (Table 2) provides a history of the wholesale power cost fluctuations experienced by the
City from DVP between FY 2020-2021 to FY 2024-2025 compared to the rate changes passed onto the
customers by the City and the average dollar impact to a residential customer.

Table 2

TOTAL WHOLESALE COST OF POWER| Retail Rate Increases

Actual Cost per kWh| FY21 $0.06336 NONE

Actual Cost per kWh| FY22 $0.07945 NONE

Actual Cost per kWh| FY23 $0.93010 2.00%

Y-T-D Cost per kWh| FY24 $0.10393 NONE
Projected Final Cost| FY25 $0.11640
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Cash Balance Analysis

Minimum Cash Balance Policy

In order to provide liquidity adequate to address future unexpected revenue reductions or unanticipated
expenditures, the minimum cash balance in the Electric Fund, by Council policy, should be 10% of annual
revenue net of the fuel adjustment at the end of each quarter.

Restoration of Minimum Cash Fund Balances

Should the cash balance fall below the target levels, the City Manager is required by policy to prepare and
present a plan for restoration to the targeted level. If a target level is not met or anticipated not to be met, a
line item will be included in the fund’s expense section to budget a minimum of 2% of the upcoming projected
budget revenues until the targeted levels are met. The recommendation for FY2024-2025 meets this
requirement as further detailed in this budget proposal.

FY 2022-2023 Operations Cash Balance as a Percentage of Annual Revenues (excluding fuel
adjustment) at 6/30/23 = $8,471,773 or 48.97%.

PROPOSED

FUND - ELECTRI
UN ¢ ¢ BUDGET FY24-25

ELECTRIC FUND REVENUE

Sale of Energy Fuel Adjustment $ 2,197,052
Sale of Electric Energy 13,227,952
Cycle & Save (100,000)
Meter Connection Fee 12,700
Pole Attachment Fees 188,500
Cut-On Fees and Penalties 500,000
Sale of Electrical Items 7,000
Use of Unrestricted Net Position 560,044
Miscellaneous Revenue 10,000
TOTAL REVENUE $ 16,603,248
Less Fuel Adjustment $ (2,197,052)
Budget Basis for Policy $ 14,406,196
10% of Annual Revenue $ 1,440,620
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Children Services Act Fund
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Capital Projects Fund
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Debt Service Fund

The Debt Service Fund is used to account for the payment of general long-term debt (principal and interest)
used to finance capital needs of the City. General fund debtis comprised of debt related to general government
activity and school projects. Business activity related debt stems from Water & Sewer, Solid Waste and Electric
Fund activity.

Debt Administration. Per the audit statement, the City’s total outstanding general obligation debt at June 30,
2023 was $20,464,593 up from $25,512,000 the end of June 30, 2022. This includes $19,258,394 in General
Government debt and $2,867,000 in School related debt. The balance of the total debt amount is $4,339,200
and is related to the Enterprise Funds (water & sewer, solid waste and electric debt).

State statutes limit the amount of general obligation debt a government may issue to 10% of its total assessed
valuation of real property and public service corporations. The ratio of the City’s net bonded debt to assessed
value totals 4.18%.

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24’ FY 23'
Debt Service - General Govt. & Schools: Proposed [Debt Service - General Govt. & Schools: Proposed Chng |Appropriation Actual
Transfers from:
General Fund to Fund 401 1,360,137 General Government 1,360,137 72.6% 788,169 763,845
General Fund to Fund 402 414,662 Schools 414,662 0.1% 414,133 594,747
Total Debt Service Fund: $ 1,774,799 Total Debt Service Fund: $ 1,774,799 47.6% $ 1,202,302 $ 1,358,592
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The following tables outline the City’s debt outstanding and through final maturity for the Governmental
and Business type activities.

Debt Service
| General Fund Totals

FY Principal Interest Total Outstanding
$27,232,394 $13,681,925 $40,914,319
2017 0 0 0 17,768,800
2018 0 0 0 17,768,800
2019 0 0 0 17,768,800
2020 0 11,115 11,115 17,768,800
2021 50,000 328,062 378,062 17,718,800
2022 307,000 389,999 696,999 17,411,800
2023 297,000 485,191 782,191 19,258,394
2024 327,000 518,910 845,910 26,251,394
2025 2,618,194 882,035 3,500,229 23,633,200
2026 678,900 782,214 1,461,114 22,954,300
2027 694,900 764,149 1,459,049 22,259,400
2028 799,200 745,400 1,544,600 21,460,200
2029 825,500 721,538 1,547,038 20,634,700
2030 851,500 696,395 1,547,895 19,783,200
2031 876,800 670,468 1,547,268 18,906,400
2032 902,100 643,640 1,545,740 18,004,300
2033 929,400 615,503 1,544,903 17,074,900
2034 964,000 586,295 1,550,295 16,110,900
2035 1,082,400 555,351 1,637,751 15,028,500
2036 1,122,700 520,705 1,643,405 13,905,800
2037 1,157,000 484,662 1,641,662 12,748,800
2038 1,192,700 447,250 1,639,950 11,556,100
2039 1,156,300 408,642 1,564,942 10,399,800
2040 937,700 368,549 1,306,249 9,462,100
2041 965,600 339,595 1,305,195 8,496,500
2042 993,500 309,633 1,303,133 7,503,000
2043 1,026,400 278,663 1,305,063 6,476,600
2044 1,059,300 246,435 1,305,735 5,417,300
2045 1,092,200 212,949 1,305,149 4,325,100
2046 1,125,100 177,377 1,302,477 3,200,000
2047 475,000 140,531 615,531 2,725,000
2048 500,000 116,781 616,781 2,225,000
2049 525,000 91,781 616,781 1,700,000
2050 545,000 70,125 615,125 1,155,000
2051 565,000 47,644 612,644 590,000
2052 590,000 24,338 614,338 0

Source: City Financials, City Finance Office, Bond Documents.



Debt Service Schools

FY Principal Interest Total Outstanding
$5,363,880 51,212,841 $6,576,721
2017 229,810 66,903 296,713 5,134,070
2018 329,810 64,473 394,283 4,804,260
2019 329,810 62,043 391,853 4,474,450
2020 420,810 61,965 482,775 4,053,640
2021 503,640 95,793 599,433 3,550,000
2022 339,000 92,258 431,258 3,211,000
2023 344,000 87,934 431,934 2,867,000
2024 330,000 83,333 413,333 2,537,000
2025 335,000 78,862 413,862 2,202,000
2026 151,000 74,117 225,117 2,051,000
2027 158,000 67,994 225,994 1,893,000
2028 165,000 61,502 226,502 1,728,000
2029 171,000 55,167 226,167 1,557,000
2030 173,000 49,631 222,631 1,384,000
2031 180,000 44214 224,214 1,204,000
2032 187,000 38,302 225,302 1,017,000
2033 193,000 32,086 225,086 824,000
2034 196,000 25,716 221,716 628,000
2035 103,000 21,352 124,352 525,000
2036 106,000 17,850 123,850 419,000
2037 110,000 14,246 124,246 309,000
2038 115,000 10,506 125,506 194,000
2039 194,000 6,596 200,596 0

Source: City Financials, City Finance Office, Bond Documents.



Debt Service Enterprise Funds

Water & Sewer Fund Totals

FY Principal Interest Total Outstanding
$2,684,000 $648,932 $3,332,931
2021 321,000 45,212 366,212 1,629,000
2022 333,000 42,632 375,632 1,296,000
2023 290,000 38,325 328,325 1,006,000
2024 363,000 28,744 391,743 643,000
2025 6,000 15,834 21,834 637,000
2026 6,500 15,534 22,034 630,500
2027 6,500 15,209 21,709 624,000
2028 7,000 14,884 21,884 617,000
2029 7,500 14,534 22,034 609,500
2030 7,500 14,159 21,659 602,000
2031 8,000 13,784 21,784 594,000
2032 8,500 13,384 21,884 585,500
2033 9,000 12,959 21,959 576,500
2034 10,000 12,509 22,509 566,500
2035 9,000 12,009 21,009 557,500
2036 9,500 11,739 21,239 548,000
2037 10,000 11,454 21,454 538,000
2038 9,500 11,154 20,654 528,500
2039 10,500 10,869 21,369 518,000
2040 69,500 10,554 80,054 448,500
2041 71,000 9,164 80,164 377,500
2042 72,500 7,744 80,244 305,000
2043 74,000 6,294 80,294 231,000
2044 75,500 4,814 80,314 155,500
2045 77,000 3,304 80,304 78,500
2046 78,500 1,668 80,168 0

Source: City Financials, City Finance Office, Bond Documents.
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Debt Service Enterprise Funds

Electric Fund

FY Principal Interest Total Outstanding
$4,431,000 51,092,053 $5,523,053
2017 207,000 45,100 252,100 4,224,000
2018 214,000 40,136 254,136 4,010,000
2019 220,000 34,631 254,631 3,790,000
2020 222,000 28,026 250,026 3,568,000
2021 239,000 120,654 359,654 3,329,000
2022 248,000 92,049 340,049 3,081,000
2023 250,000 82,917 332,917 2,831,000
2024 160,000 76,437 236,437 2,671,000
2025 160,000 72,117 232,117 2,511,000
2026 164,000 67,797 231,797 2,347,000
2027 168,000 63,369 231,369 2,179,000
2028 173,000 58,833 231,833 2,006,000
2029 177,000 54,162 231,162 1,829,000
2030 182,000 49,383 231,383 1,647,000
2031 187,000 44,469 231,469 1,460,000
2032 192,000 39,420 231,420 1,268,000
2033 197,000 34,236 231,236 1,071,000
2034 203,000 28,917 231,917 868,000
2035 208,000 23,436 231,436 660,000
2036 214,000 17,820 231,820 446,000
2037 220,000 12,042 232,042 226,000
2038 226,000 6,102 232,102 0

Source: City Financials, City Finance Office, Bond Documents.



Debt Service Enterprise Funds

FY Principal Interest Total Outstanding
$512,200 $185,967 $698,167
2017 0 0 0 512,200
2018 0 0 0 512,200
2019 0 0 0 512,200
2020 0 478 478 512,200
2021 0 6,888 6,888 512,200
2022 0 10,318 10,318 512,200
2023 10,000 13,221 23,221 502,200
2024 10,000 13,013 23,013 492,200
2025 17,400 12,795 30,195 474,800
2026 12,600 12,326 24,926 462,200
2027 7,600 11,958 19,558 454,600
2028 7,800 11,703 19,503 446,800
2029 8,000 11,434 19,434 438,800
2030 8,000 11,147 19,147 430,800
2031 53,200 10,860 64,060 377,600
2032 143,400 9,330 152,730 234,200
2033 3,600 5,184 8,784 230,600
2034 4,000 5,004 9,004 226,600
2035 3,600 4,804 8,404 223,000
2036 3,800 4,696 8,496 219,200
2037 4,000 4,582 8,582 215,200
2038 3,800 4,462 8,262 211,400
2039 4,200 4,348 8,548 207,200
2040 27,800 4,222 32,022 179,400
2041 28,400 3,666 32,066 151,000
2042 29,000 3,098 32,098 122,000
2043 29,600 2,518 32,118 92,400
2044 30,200 1,926 32,126 62,200
2045 30,800 1,322 32,122 31,400
2046 31,400 667 32,067 0

Source: City Financials, City Finance Office, Bond Documents.
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School Fund

The Franklin City Council appropriates funds for the operation of the City’s Public School System. It is the
responsibility of the Superintendent and the School Board to develop an annual budget request reflecting the
needs of the school division. The budget is transmitted to the City Manager for consideration with the City’s
Operating Budget. Details of the FY 2024-2025 School System Budget are available in a separate document
maintained by the School Board. The School’s presented a budget for the School’s Operating, Cafeteria &
Textbook Funds for FY 2024-2025 totaling $19,186,766. The proposed annual budget reflects a FY2024-2025

budget of $18,603,911.

FY 2024-2025 Budget Highlights

The School division has requested a local appropriation of $4,913,092.

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24'

School Operating: Proposed |School Operating: Proposed Chng Appropriation
Federal 2,624,437 Instruction 11,309,147 -16.1% 13,480,669
State 11,461,257 Administration, Health & Attendance 1,716,642 -18.3% 2,100,523
Local Support Transfer (Oper 4,330,237 Pupil Transportation 674,249 49.7% 450,296
Other 187,980 Operations & Maintenance 2,196,732 10.5% 1,987,743
Technology 1,039,865 2.8% 1,011,970

Facilities 729,858 100.0% -
Cafeteria 786,023 -13.4% 907,638
Textbooks 151,395 17.1% 129,264
Total School Funds: $ 18,603,911 Total School Funds: $ 18,603,911 -7.3% $ 20,068,103

The School Division’s operating category of expenditures and budget sources of revenue are depicted on the

following graphs:

4,330,237

m Federal

—\

= State

School Revenue by Type

187,980

= Local Support Transfer (Oper & Cap)

2,624,437

11,461,257

Other
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School Expenditure by Category
729,858 786,023

1,039,865 \ | <
\
2,196,732 \\‘
/"
674,249 —— 11,309,147

|

151,395

1,716,642
m Instruction = Administration, Health & Attendance
= Pupil Transportation Operations & Maintenance
= Technology = Facilities
m Cafeteria m Textbooks
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Social Services Fund

The Franklin City Department of Social Services is responsible for administering a variety of services to meet the
needs of Franklin citizens. Services include but are not limited to: Supplemental Nutrition Assistance Program
(SNAP), Medicaid, Temporary Assistance to Needy Families (TANF), energy assistance and other benefits,
Virginia Initiative for Employment not Welfare (VIEW), child protective services, foster care and adoption, adult
protective services and other adult services. The agency is funded by revenue received from the state and federal

government and an annual appropriation from the City.

>

FY 2024-2025 Budget Highlights

programs administered by the department.

% The proposed City appropriation for FY 2024-2025 is $695,285, an increase of $54,611 from the FY 2023-
2024 budgeted appropriation and represents 19.47% of the total revenue needed to fund the various

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24' FY 23'
Social Services: Proposed |Social Services: Proposed Chng | Appropriation Actual
Federal 1,697,209 Administrative 1,985,510 0.2% 1,981,428 1,339,304
State 1,178,673 1,585,657 58.7% 999,382 512,518
Local Support Transfer 695,285
Total Social Services Fund: $ 3,571,167 Total Social Services Fund: $ 3,571,167 19.8% $ 2,980,810 S 1,851,822
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Children Services Act

The Children Services Act for At-Risk Youth and Families (CSA) is a law enacted in 1993 that establishes a single
state pool of funds to purchase services for at-risk youth and their families. The state funds, combined with local
community funds, are managed by local interagency teams who plan and oversee services to youth. “The mission
of the CSA is to create a collaborative system of services and funding that is child-centered, family-focused and
community-based when addressing the strengths and needs of troubled and at-risk youth and their families in the
Commonwealth” (www.csa.virginia.gov). Representatives from social services, court services, the health
department, school division and community services boards serve as members on the Community Policy
Management Team (CPMT). The team is responsible for recommending the proper level of treatment and services
needed by children and their families and determines eligibility for funding for services through the state pool of
funds. CSA also requires the establishment of a Family Assessment and Planning Team (FAPT) to address the
needs of communities. CPMT makes referrals to FAPT to handle disciplinary cases involving troubled youth and
families.

FY 2024-2025 BUDGET & FUNDING

Funding for the Children Services Act Fund is provided by a state pool of resources combined with a local match
requirement based on a state formula. The City submits financial reports to the State CSA office requesting
reimbursement of the state funds.

The CSA budget for FY 2024-2025 is $841,312 of which $312,127 is the City’s local funding requirement. This is
a $67,335 increase from FY 2023-2024. State aid is projected to be $148,665 higher than the current year.
Expenditures for the program are largely based on anticipated community need per the State Children Services Act
Department projections. The City also reviews historical trends of CSA expenditures to determine budget
estimates.

Revenues FY 24 - 25' Expenditures FY24-25'| % FY 24' FY 23'
Comprehensive Services Act: Proposed |Comprehensive Services Act: Proposed | Chng | Appropriation| Actual
State 529,185 Mandated Services to Minors 820,000 35.8% 604,000 823,668
Local Support Transfer 312,127 Administrative Expense 21,312 0.0% 21,312
Total Comprehensive Services Act Fund: $ 841,312 Total Comprehensive Services Act Fund:  $841,312 34.5% $ 625,312 $823,668

73



Economic Development Fund

The City of Franklin, along with Southampton County the Camp Family Foundations and the Franklin
Southampton Charities, supports the mission of Franklin Southampton Economic Development, Inc.
(FSEDI) aimed at “diversification of the economy and job creation through partnerships with existing
businesses, attraction of new businesses, and promotion of entrepreneurship and tourism”
(www.visitfranklinsouthampton.com). The City, County, Camp Family Foundations, and Franklin
Southampton Charities share the total budget for FSEDI which is independent of the City. The FY 2024-
2025 Budget includes a City contribution, as a portion of the jointly funded total budget, to support the
initiatives of FSEDI in the amount of $49,648.

FSEDI manages, as a service to the City, the rental of spaces in the Franklin Business Center which is owned
by the City. In addition to the joint contribution, the City’s general fund provides for the maintenance and
upkeep of the facility (i.e. janitorial services, utilities, insurance, etc.). A portion of the cost is derived from
rental income paid by the business tenants that occupy the facility and other fees.

Revenues FY 24 - 25' Expenditures FY 24 - 25' % FY 24' FY 23'
Economic Development: Proposed |Economic Development: Proposed Chng Appropriation Actual
Rents & Program Fees 141,079 Operating Expense 190,727 4.4% 182,648 147,570
Transfer from General Fund 49,648
Total Economic Development Fund: $ 190,727 Total Economic Development Fund: $ 190,727 4.4% $ 182,648 $ 147,570

Franklin Business Center
2022 Economic Impact

# of Full Time Employees 133
# of Part Time Employees 59
Average Salary FT Employees | $105,617.00
Taxes paid to Franklin $22,923.00
Rents Paid to City $178,242.40
Total Business Profits $2,539,985.00
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